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THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, December 19, 1955. 


To the Special Committee of Chief Executives (Messrs A. North, chairman, 
John R. Barry, K. E. Black, John R. Cooney, K. B. Hatch, J. C. Hullett, 
Harry W. Miller, 8. Dwight Parker, Bruno C. Vitt, J. V. Herd, ex officio) : 

GENTLEMEN : Enclosed herewith copy of communication sent to members of the 
lawyers subcommittee today. 
Yours very truly, 
J. RAYMOND Berry, General Counsel. 


DECEMBER 19, 1955. 


To the Subcommittee of Lawyers (Messrs. Hale Anderson, Millard Bartels, J. 
Raymond Berry, H. Clay Johnson, C. A. Loughlin, Francis Van Orman) : 


GENTLEMEN : Pursuant to the instructions received from the special committee 
of chief executives, I enclose herewith a first draft of revised rate law applicable 
to fire and allied lines of insurance. The following comments may be of as- 
sistance to you in studying this bill. 

1. Brackets indicate deletions ; italicized words indicate insertions. 

2. The first three sections and section 13 are taken from the all-industry fire 
rate regulatory bill. The brackets, therefore, indicate deletions from the all- 
industry bill, and the italicized words indicate insertions. 

3. Starting with section 4 to the conclusion of the bill the material is taken 
basically from the North Carolina fire rate law. The brackets, therefore, indi- 
eate deletions from the North Carolina law and the italicized words indicate in- 
sertions of words which are not presently in the North Carolina law. 

4, The deviation section of the North Carolina law has been amended to in- 
corporate some of the language of the State of Washington deviation section 
which may go beyond instructions received from the special committee of chief 
executives but I believe this is in in line with their thinking. We have also in- 
serted the language received from the spcial committee with reference to sup- 
porting the deviations “by the experience of the applicant.” In view of the fact 
that it was not entirely clear what the chief executives had in mind by this 
language I have left it unchanged pending further instructions. 

5. I have heard of some difficulty in North Carolina with the pools, group, 
and associations section. It appears the associated factory mutuals and per- 
haps the FIA have a tendency to expand the application of that section to 
classes which are considered by some not to be “special types or classes of 
risks.” I suggest you give some thought to the need of tightening this language. 

6. No attempt has been made to deal with the “multiple line rating organiza- 
tion” problem. I understand from the chairman of the special committee of 
chief executives that you are free, in the report which you are making, to make 
comments and suggestions on this as well as any other feature of this proposed 
revision. 

I would suggest we have a meeting of the lawyers subcommittee on the 27th, 
28th, 29th, or 30th. Will you let me know what day or days best suit your 
individual convenience? I will advise you of the date which is most convenient 
for all. 

Yours very truly, 


J. RAYMOND Berry, General Counsel. 


DECEMBER 27, 1955. 
Re North committee report—meeting of subcommittee of lawyers. 
Vice President and General Counsel BaRTELs: 


A meeting of the subcommittee of lawyers was held Wednesday afternoon, 
December 14, at 2 o’clock, to carry out the instructions of the Executive Com- 
mittee of the National Board of Fire Underwriters, as adopted December 8, in 
relation to the North committee report. 

There were present: Hale Anderson, H. Clay Johnson, C. A. Loughin, Frank 
Van Orman, J. Raymond Berry, and Hugh Harbison. 

ier North was also present for the first part of the meeting. He said, in 
effect : 

(a) The main thought of his committee had been to get rid of partial sub- 
scriberships and in order to accomplish this result it seemed to his committee 
it would be best to get away from subscriberships entirely. 
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(6) The reference to “fire and allied lines” in his committee report is not 
intended to include marine or inland marine. 

(c) Some special exception in the proposed legislation would probably be 
necessary for the associated factory mutuals and the FIA. 

(d) There was some objection in the executive committee to the multiple line 
rating statement which appears as the last paragraph of his committee’s report 
of December 8. 

(e) His committee believes that provision for deviation should be retaineg 
but that the deviations should be allowed only in the event that the applicants 
can prove their right to deviations. The North committee report states that 
“the application for the deviation must be supported by the experience of the 
applicant * * *.” The words “experience of the applicant” include both logs 
and expense. 

(f) The insurance authorities of South Carolina, West Virginia, and Okla- 
homa are asking for help and his committee wants to give it to them. Ap- 
parently the commissioner of South Carolina would prefer a rating system 
which allowed but a single rate. 

(g) He assumed that the subcommittee of lawyers would have to start the 
work which it was asked to do by amendment of the all-industry bills. 

(h) If the subcommittee of lawyers does not agree with the report of his 
committee, he would expect them to state their disagreement. 

(i) Counsel has informed his committee there is no conflict with the anti- 
trust laws in their proposed action. 

Mr. North stated that “the present type of regulation is not doing what we 
intended it to do.” Mr. North had to leave shortly after this and there was no 
amplification of the statement. 

After Mr. North’s departure there was a considerable discussion dealing largely 
with the doubts and apprehensions of the members of the subcommittee of the 
principle of the North committee report. Mr. Johnson, Mr. Van Orman, Mr. 
Anderson, and I had the feeling that such legislation is undesirable and im- 
practical for the following reasons: 

1. The proposal runs counter to the basic philosophy of the all-industry bills 
which were adopted in 1946 by all segments of the industry and by the NAIC. 
If stock fire companies were now to reverse their position with respect to fire and 
allied lines, they might suffer great harm in public relations unless it could be 
demonstrated that the public would be benefited through such a change. 

2. It seems certain that the proposal would meet enormous opposition from 
all independent carriers and that they would allege that such a change would be 
of great harm to the insuring public; that the proposal is an attempt through 
legislation to deal with the marketing problem; and that the plan would coerce 
all insurers into a single mold of rating which in principle runs counter to the 
spirit of that provision of Public Law 15, 79th Congress, which reads: “Nothing 
contained in this Act shall render the said Sherman Act inapplicable to any 
agreement to boycott, coerce, or intimidate, or act of boycott, coercion, or 
intimidation.” 

~3. The exclusion of multiple line rating would nullify in large degree the pur- 
pose of the legislation. 

4. The granting of deviations would remain an administrative matter. It is 
fair to assume that many deviations would be sought and granted, especially 
where it could be demonstrated for certain lines, such as residence, that the 
petitioning insurer could justify the deviation requested by showing savings in 
expense or loss which it wanted to reflect in the rate. 

5. Even though such legislation were adopted, companies would still be free 
to issue participating policies through which discounts in premiums could be 
allowed their policyholders. 

It was agreed that we should proceed to develop a report which would carry 
out the instructions of the executive committee and that we should incorporate 
in the report any doubts which we may have as to the desirability or practica- 
bility of seeking such legislation as we have been asked to formulate because we 
do not wish to be in the position of seeming to recommend such legislation. 

There are two addiitonal points which seem to me to be important. The first 
is that the proposal requires a separate bureau for each State. Variations in 
policies, endorsements, and rules would almost certainly follow such a pattern. 
Second, prior approval of rates by the insurance commissioner would seem to be 
an inherent part of a single rating bureau. Provision for public hearings prior 
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to the adoption of rates might also be held to be necessary. I think that harm 
would result to the industry and that no good would accrue to the public there- 
from. 


Hue HaArgsison, Attorney. 


Lone & Levit, 
San Francisco, December 30, 1955. 
Re Pacific Fire Rating Bureau; partial subscribership rules; Utah. 
Artuur C. MERTzZ, 


Attorney Nutional Association of Independent Insurers, 
Chicago, Ill. 


DEAR MR. Mertz: I have today received from Commissioner Jones of Utah a 
copy of his letter to you of December 29. It occurs to me that you may wish 


to have a copy of our opening brief filed on behalf of Pacific Fire Rating Bureau, 
and I therefore enclose one herewith. 
Yours very truly, 





Bert W. LEvIr. 


THE NATIONAL Boarp OF FIRE UNDERWRITERS, 
New York, January 5, 1956. 

Re fire and allied lines rate regulatory bill. 

To the special committee of chief executives (Messrs. John A. North, chairman; 
John R. Barry, K. E. Black, John R. Cooney, K. B. Hatch, J. C. Hullett, H. W. 
Miller, S. Dwight Parker, Bruno C. Vitt; J. Victor Herd, ex officio). 

GENTLEMEN: A meeting of the special committee of chief executives will be 
held in this office on Wednesday, January 18, 1956, at 2 p.m. 
Enclosed is draft of above bill prepared by the subcommittee of lawyers, 
which will be considered at this meeting. 
We trust that you will find it convenient to attend. 
Very truly yours, 


L. A. Vincent, General Manager. 


(Third draft, Jan. 5, 1956) 


~ Proposep Fire [, Marine AND INLAND MARINE] 4ND ALLieD Lines Rate 
REGULATORY BILL 


“AN ACT Relative to the regulation of rates for fire [, marine and inland marine] and allied 
lines of insurance, and to the regulation and organization of a rating [organizations] 
bureau and repealing sections * * * 


“Be it enacted by * * *,”? 


POLICY QUESTIONS INVOLVED 


The procedural mechanics necessary for an appraisal of legislative feasibility, 
will need to be considered from the outset in connection with any proposed 
change in the fire rate regulatory law. This consideration would include the 
timing of meetings with casualty interests, independents, mutuals, and insurance 
departments; bearing in mind that since the passage of the all-industry rate 
regulatory law and the North Carolina fire rate regulatory law, casualty interests 
are directly affected in their multiple line operation by any change. 


SECTION 1—PURPOSE OF ACT. 


“The purpose of this Act is to promote the public welfare by regulating insur- 
ance rates to the end that they shall not be excessive, inadequate, or unfairly 
discriminatory, and to authorize and regulate cooperative action among insurers 
in rate making and in other matters within the scope of this Act. Nothing in 
this Act is intended [(1)] to prohibit or discourge reasonable competition[,]. 
[or (2) to prohibit, or encourage except to the extent necessary to accomplish the 
aforementioned purpose, uniformity in insurance rates, rating systems, rating 
plans or practices. This Act shall be liberally interpreted to carry into effect 
the provisions of this Section.]” * 





1 Source: All-industry language, modified as indicated. 
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POLICY QUESTIONS INVOLVED 


The words “nothing in this Act is intended to prohibit or discourage reason- 
able competition” have been left in this draft. Executive decision is called 
for on whether these words should remain or should be deleted. If they remain, 
it must be anticipated they will be used by those seeking freedom of action to 
obtain comparative freedom under the deviation section and other sections of 
the bill which would be construed as restrictive of competition. 

On the other hand, if the words are deleted, it must be anticipated that those 
who want independence of action will claim the deletion proves a disposition to 
discourage competition, will keep rates high, will encourage price fixing and 
therefore the legislation is not in the public interest. Such arguments must be 
expected to have a wide appeal and probably represent a major obstacle to en- 
actment of this type of legsilation. They might also bring about a congressional 
reappraisal of Public Law 15. It is obvious from the above that those proposing 
deletion of these words, or similar words, from existing regulatory patterns must 
have their facts in support of such deletion carefully marshalled. 

On this same point, see “Policy Questions Involved,” section 3 and section 10. 
“SECTION 2—SCOPE OF ACT. 

“This Act applies to fire [, marine and inland marine insurance,*] and allied 
lines of insurance® on risks located in this state. [Inland marine insurance 
shall be deemed to include insurance now or hereafter defined by statute, or by 
interpretation thereof, or if not so defined or interpreted, by ruling of the com- 
missioner of insurance, hereinafter referred to as commissioner, or as estab- 
lished by general custom of the business, as inland marine insurance.] 

“This Act shall not apply: 

“(a) To reinsurance; [other than joint reinsurance to the extent stated in 
Section 11;] 

“(b) To insurance of vessels or craft, their cargoes, marine builders’ risks, 
marine protection and indemnity, or other risks commonly insured under marine, 
as distinguished from inland marine, insurance policies ; 

“(c) To insurance of hulls of aircraft, including their accessories and equip- 
ment, or against liability arising out of the ownership, maintenance or use of 
aircraft; 

“(d) To motor vehicle insurance, nor to insurance against liability arising 
out of the ownership, maintenance or use of motor vehicles[.]; 

“(e) To marine nor to inland marine insurance. Inland marine insurance 
shall be deemed to include insurance now or hereafter defined by statute, or by 
interpretation thereof, or if not so defined or interpreted, by ruling of the com- 
missioner of insurance, hereinafter referred to as commissioner, or as established 
by general custom of the business, as inland marine insurance. 

“(Z} * ¢& * 

“If any kind of insurance, subdivision or combination thereof, or type of 
coverage, subject to this Act, is also subject to regulation by another rate regula- 
tory act of this state, an insurer to which both acts are otherwise applicable 
shall file with the commissioner a designation as to which rate regulatory act 
shall be applicable to it with respect to such kind of insurance, subdivision or 
combination thereof, or type of coverage.” * 


POLICY QUESTIONS INVOLVED 


This draft of bill will solve nothing if the problem of the rating of multiple 
line coverages, and particularly indivisible premium coverages, is not solved con- 
currently. This draft makes no pretense of solving the multiple line rating 
problem. If the solution of this problem is not presented concurrently, then the 
enactment of legislation such as this can be expected to encourage companies 
to turn to indivisible premium rating as a means of meeting competition which 





1 Source: All-industry language, modified as indicated. 

2The words “fire [, marine and inland marine] and allied lines of insurance” are used 
herein in their generally accepted trade sense. The wording of the section should be fitted 
to any laws of the state which classify insurance. “Allied lines’ is not a phrase which is 
defined in existing rating laws. The draftsmen have proceeded on the assumption that 
“allied lines” includes all property damage coverages other than those excluded in sec. 2 
= If the approach embodied in this bill is used, further definition may be advisable 

ere. 

*If fire and allied lines, when included as a part of multiple line rating, are not to be 
included in this act, additional exception (f) would be necessary. 








Qo =e © ee oe Oe 


!D 


=" 4 





i tee 





THE INSURANCE INDUSTRY 3807 


runs beyond the fire and allied lines field. It is our understanding from the 
chairman of the subcommittee that the last paragraph of the committee’s report 
may need some revising in language, but nevertheless is still to be part of the 
report. 


“SECTION 3—MAKING OF RATES. 


“(a) Rates shall be made in accordance with the following provisions: 

“1, Manual, minimum, class rates, rating schedules or rating plans, shall be 
made and adopted. [[, except in the case of specific inland marine rates on risks 
specially rated.J 

“2 Rates shall not be excessive, inadequate or unfairly discriminatory. 

“2 Due consideration shall be given to past and prospective loss experience 
within and outside this state, to the conflagration and catastrophe hazards, to a 
reasonable margin for underwriting profit and contingencies, to dividends, sav- 
ings or unabsorbed premium deposits allowed or returned by insurer to their 
policyholders, members or subscribers, to past and prospective expenses both 
countrywide and those specially applicable to this state, and to all other relevant 
factors within and outside this state; and in the case of fire insurance rates 
consideration shall be given to the experience of the fire insurance business 
during a period of not less than the most recent five year period for which such 
experience is available. 

“[(b) Except to the extent necessary to meet the provisions of subdivision 2 of 
subsection (a) of this Section, uniformity among insurers in any matters within 
the scope of this Section is neither required nor prohibited.] 

“[(c)] (0) Rates made in accordance with this section may be used subject 
to the provisions of this Act.” ? 


POLICY QUESTIONS INVOLVED 


The deletion of the former paragraph (b) highlights the problem referred 
to in the policy note at the foot of section 1. 


“SECTION 4—RATING BUREAU. 


“Under the supervision of the Commissioner of Insurance who shall ¢all a 
meeting for that purpose and within six months after the effective date of this 
act, insurance companies authorized to effect insurance in this State against 
the risk of loss by perils within the scope of this act, shall organize a rating 
bureau for the purpose of making rates and rules and regulations which affect or 
determine the price which policyholders shall pay for insurance covered by this 
article, on property or risks located in this State; and all companies now or 
hereafter authorized to transact such business in this State shall become members 
of such bureau.* 

“The government of the rating bureau shall be vested in its members, and it 
shall not be subject to the direction or control of any other bureau, association, 
corporation, company, individual or group of individuals. Each member shall 
have one vote. 

“The governing board, executive committee or other governing body of the 
rating bureau shall be provided for in the bylaws. [which shall provide also 
that at least one member of such governing body shall be an official of a domes- 
tic company and shall be a bona fide resident of the State of North Carolina.J 

“The rating bureau shall have power to adopt a constitution and bylaws for 
its government and to adopt reasonable rules and regulations necessary to 
carry out its functions, but such constitution and bylaws, rules and regulations 
shall not be inconsistent with the provisions of this article, and together with 
any amendments thereto shall be approved by the Commissioner before becom- 
ing effective. No such constitution, bylaws, rules and regulations shall dis- 
criminate against any type of insurer because of its plan of operation or other- 
wise, nor shall any insurer be prevented from returning any unused or unabsorbed 
premium deposit, savings or earnings to its policyholders or subscribers. 

“The rating bureau shall be empowered to subscribe for or purchase any 
necessary service. Subject to the approval of the Commissioner it shall appor- 
tion the expenses of its operation among its members equitably in proportion 
to services rendered by the bureau; provided, however, the bureau may fix a 





2Source: All-industry language, modified as indicated. 
“The statutory requirement of universal membership and voting rights might give rise 


to serious problems pertaining to property ownership as applied to an existing stock com- 
pany rating bureau. 
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minimum annual charge to be paid by each member, not exceeding fifty dollars, 
and a reasonable admission fee, not exceeding fifty dollars. 

“The principal office of the bureau shall be located in [the City of Raleigh, 
North CarolinaJ} —————— where all records shall be kept and all business of 
the bureau transacted; provided that with the approval of the Commissioner 
branch offices of the bureau may be established within the State. The bureay 
shall furnish without discrimination its service to its members, and any rating 
schedule, forms or plans of operation which have been approved by the Com- 
missioner and filed with the rating bureau shall be available for inspection at 
any reasonable time by all members of said bureau. 

“Any member of the rating bureau may appeal to the Commissioner from any 
decision of such bureau and the Commissioner shall, after a hearing held on 
not less than ten days’ written notice to the appellant and to the bureau, issue 
an Order approving the decision of the bureau or directing it to give further 
consideration to such proposal. In the event the bureau fails to take satis. 
factory action, the Commissioner shall make such order as he may see fit.’ 

“Rates in effect at the time this act becomes law shall remain in effect pending 
the organization of the rating bureau pursuant to the provisions of this section 
and until such further time as new rates have been put into effect pursuant to 
the provisions of this Act.” 


THE INSURANCE INDUSTRY 


POLICY QUESTIONS INVOLVED 


The Subcommittee of Lawyers has not conferred with underwriters and rating 
managers operating under the North Carolina law, and therefore has no knowl- 
edge of any problems existing under that law which might call for correction. 


“SEC. 5—POWER TO SECURE INFORMATION. 


“The Commissioner, his deputy, or duly authorized examiner is authorized 
and empowered at all reasonable times and on reasonable notice to examine all 
records of the said rating bureau covering its operations, including its consti- 
tution, bylaws, rating schedules, rules, regulations and amendments thereto.® 


“SEC. 6—RATE INFORMATION. 


“Every risk specifically rated in this State shall be rated upon schedule after 
inspection and a survey of such risk shall be made and filed in the rating bureau 
office. A copy of such survey shall be furnished upon request to the insured 
or his duly authorized representative without charge.’ 


“SEC. 7—STATISTICAL REPORTS. 


“Every insurer shall file annually with the rating bureau or at its option, with 
a common agency approved by the Commissioner and representative of either 
stock or nonstock insurers, its underwriting experience in this State in accord- 
ance with classifications approved by the Commissioner. The experience filed 
with the common agency selected shall be consolidated by such agency and a 
copy of the consolidated result shall be filed with the rating bureau; provided 
such insurers shall, if directed by the Commissioner, file their individual under- 
writing experience with such rating bureau. Such data shall be kept and 
reports made in such manner and on such forms as may be prescribed by the 
Commissioner.® 


“SEC. S-APPROVAL OF RATES. 

“No rating method, schedule, classification, underwriting rule, bylaw, or 
regulation shall become effective or be applied by the rating bureau until it shall 
have been first submitted to and approved by the Commissioner. Provided, that 
a rate or premium used or charged in accordance with a schedule, classification, 
or rating method or underwriting rule or bylaw or regulation previously ap- 
proved by the Commissioner need not be specifically approved by the Commis- 
sioner. Every rating method, schedule, classification, underwriting rule, bylaw 
or regulation submitted to the Commissioner for approval shall be deemed 
approved, if not disapproved by him in writing within sixty (60) days after 
submission.® 


“SEC. 9—REDUCTION OR INCREASE OF RATES. 


“The Commissioner is hereby empowered to investigate at any time the neces- 
sity for a reduction or increase in rates. If upon such investigation it appears 


6 Source: North Carolina, art. 13, fire rate regulatory law. 
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that the rates charged are producing a profit in excess of what is fair and 
reasonable, he shall order such reduction of rates as will produce a fair and 
reasonable profit only. eo ; 

“If upon such investigation it appears that the rates charged are inadequate 
and are not producing a profit which is fair and reasonable, he shall order such 
inerease of rates as will produce a fair and reasonable profit. 

‘fin determining the necessity for an adjustment of rates, the Commissioner 
shall give consideration to all reasonable and related factors, to the conflagration 
and catastrophe hazard, both within and without the State, to the past and pros- 
pective loss experience, including the loss trend at the time the investigation 
is being made, and in the case of fire insurance rates, to the experience of the 
fire insurance business during a period of not less than five years next preceding 
the year in which the review is made.] 

“Any reduction or increase of rates ordered by the Commissioner shall be 
applied by the rating bureau subject to his approval within sixty (60) days and 
shall become effective solely to such insurance as is written having an inception 
date on and after the date of such approval. 

“Whenever the Commissioner finds, after notice and hearing, that the bureau’s 
application of an approved rating method, schedule, classification, underwriting 
rule, bylaw or regulation is unwarranted, unreasonable, improper or unfairly 
discriminatory he shall order the bureau to revise or alter the application of 
such rating method, schedule, classification, underwriting rule, bylaw or regula- 
tion in the manner and to the extent set out in the order.° 


“SEC. 10—DEVIATIONS. 


“No insurer, officer, agent or representative thereof shall knowingly issue or 
deliver or knowingly permit the issuance or delivery of any policy of insurance 
in this State which does not conform to the rates, rating plans, classifications, 
schedules, rules and standards made and filed by the rating bureau. However, 
an insurer may [deviate] make written application to the Commissioner for 
permission to file a deviation from the rates promulgated by the rating bureau 
provided (1) the insurer has filed the deviation to be applied both with the 
rating bureau and the Commissioner, (2) the deviation is supported by the ea- 
perience of the applicant in the State or, if rates are based on an area larger 
than the area of the State, then on the experience of the applicant in that area 
($) the said deviation is uniform in its application to all risks in the State of 
the class to which such deviation is to apply and (4) such deviation is approved 
after hearing by the Commissioner as being reasonable under all the circum- 
stances. If approved the deviation shall remain in force for a period of one 
year from the date of approval by the Commissioner. Such deviation may be 
renewed annually subject to all of the foregoing provisions. A rate in excess 
of that promulgated by the rating bureau may be charged on any specific risk 
provided such higher rate is charged with the knowledge and written consent 
of both the insured and the Commissioner.” * 


POLICY QUESTIONS INVOLVED 


The granting of deviations would still be an administrative matter and devia- 
tions would probably still be granted on classes such as residence where a 
substantial premium volume is developed and where an expense saving can be 
demonstrated. 

There is no absolute legal requirement that there be any deviation section in 
a rate regulatory law. Absence of such a section would make for greater uni- 
formity and it may be our executives would prefer a law with no deviation sec- 
tion. While this would be legal, we would expect some political repercussions 
and perhaps Congressional re-appraisal of Public Law 15. 

Any deviation section presents grave questions—for example: 

Do we want “experience in the state” or “experience applicable to the state”? 

What is meant by experience? Does it mean both loss and expense experience? 
Could a deviation be supported by the individual experience of a company, either 


on the loss side or on the expense side? Should a number of years of experience 
be required? 





*Source: North Carolina, art. 13, fire rate regulatory law, modified as indicated. The 
bracketed paneere h is deleted as unnecessary, since this draft has see. 3 of the all-industry 
bill, a section not found in North Carolina law. 

™Source: North Caroljna, art. 13, fire rate regulatory law, modified ag indicated by in- 
corporating language from special committee report and all-industry bill. 
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Should this section provide that a deviator must deviate as to all classes of 
business written in the state? Some executives feel this is a good provision 
as it prevents a company from deviating on one particular class where the 
experience has been abnormally good. Others feel such a provision plays into 
the hands of the specialty writer, which is writing only one class of business, 

What will the impact be of a tight deviation section? Will a tight deviation 
section afford any relief from price competition inasmuch as participating pol- 
icies will still be used? Will such a deviation section encourage companies to 
issue participating policies? 

“Sec. 11—POOLS, GROUPS OR ASSOCIATIONS. 

“Any insurer individually or as a member of a pool, group, or association 
engaged in the business of insuring special types or classes of risks in connection 
with which a particular inspection or engineering service and set of standards 
ha been maintained to the satisfaction of the Commissioner, and with respect 
only to such types or classes of risks, shall submit loss experience data to the 
Commisioner for approval of its schedule or rates or deposits, forms and plans 
of operation either directly in its own behalf or through a unified facility of the 
group created and licensed by the Commissioner for that purpose and maintained 
entirely or in part for such a purpose. In evaluating the forms, schedule of 
rates or deposits and plan of operation of such an insurer or pool or association 
of insurers the Commissioner shall act with due regard for the previous record 
of such insurer or group of insurers, and with due appreciation of pevious 
and prospective loss trends in this State and outside of this State, and to any 
other factors reasonably related to the classes or types of insurance written by 
such insurer or group of insurers. When so approved such forms, schedule of 
rates or deposits and plan of operation shall be filed with the bureau. 

“Nothing contained in this section shall be construed as exempting any in- 
surer, pool, group or association of insurers from all provisions of this article, 
[and the provisions of Article 13B, set out below, with respect to licensing.}”* 

Comments.—It must be expected that attempt will be made to use this section 
as a wide open deviation section. This will be increasingly so as the deviation 
section is tightened either by changing wording or by departmental interpre- 
tation. 

POLICY QUESTIONS INVOLVED 


This section might be used as a very loose deviation section. History of the 
section indicates it was drawn in North Carolina and when submitted to the 
Laws Committee of the National Board, that Committee recommended a revision 
of the first line so as to read as it presently reads. Thus, the section is avail- 
able to individual insurers despite its title. The words “special types or classes 
of risks” and the words “inspection or engineering service and set of standards” 
are susceptible of very broad interpretation. Furthermore, these are to be main- 
tained “to the satisfaction of the Commissioner”. This language permits of 
wide swing, from very tight administration to very loose administration. Is 
this the executive’s intent? 


“SEC. 12—ADVISORY ORGANIZATIONS. 


“(a) Every group, association or other organization of insurers, whether 
located within or outside this state, which assists [insurers which make their 
own filings or] the rating [organizations] bureau in rate making, by the collec- 
tion and furnishing of loss or expense statistics, or by the submission of recom- 
mendations [, but which does not make filings under this Act,] shall be known 
as an advisory organization. 

“(b) Every advisory organization shall file with the commissioner (1) a copy 
of its constitution, its articles of agreement or association or its certificate of 
incorporation and of its by-laws, rules and regulations governing its activities, 
(2) a list of its members, (8) the name and address of a resident of this 
state upon whom notices or orders of the commissioner or process issued at 
his direction may be served, and (4) an agreement that the commissioner may 
examine such advisory organization in accordance with the provisions of Section 
5 of this Act. 

“(c) If, after a hearing, the commissioner finds that the furnishing of such 
information or assistance involves any act or practice which is unfair or un- 
reasonable or otherwise inconsistent with the provisions of this Act, he may issue 


® Source: North Carolina, art. 13, fire rate regulatory law, modified as indicated, 
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a written order specifying in what respects such act or practice is unfair or 
unreasonable or otherwise inconsistent with the provisions of this Act, and re- 
quiring the discontinuance of such act or practice. 

“(d) [[No insurer which makes its own filings, nor any] The rating [organi- 
zation] bureau shall not support its filings by statistics or adopt rate making 
recommendations, furnished to it by an advisory organization which has not 
complied with this Section or with an order of the commissioner involving such 
statistics or recommendations issued under subsection (c) of this Section. 
If the commissioner finds [such insurer or] the rating [organization] bureau 
to be in violation of this subsection he may issue an order requiring the discon- 
tinuance of such violation.* 


“SEC. 13—HEARING. 


“The Commissioner shall not make any rule, regulation or order under the 
provisions of this article without giving the rating bureau and insurers who 
may be affected thereby reasonable notice and a hearing if hearing is requested. 
All hearings provided for in this article shall be held at such time and place as 
shall be designated in a notice which shall be given by the Commissioner in 
writing to the rating bureau and insurer or the officers and agents and repre- 
sentatives thereof which may be affected thereby, at least thirty (30) days 
before the date designated therein. The notice shall state the subject of the 
inquiry. 

At the conclusion of such hearing, or within thirty (30) days thereafter, the 
Commissioner shall make such order or orders as he may deem necessary in 
accordance with its finding. Within thirty (30) days after receiving written 
noice of any such order or finding any person affected thereby may request 
a rehearing or review thereof before the Commissioner by filing a written request 
setting forth a summary of the reasons therefor. Upon receipt of such request, 
the Commissioner shall set a date for rehearing. Such application for rehearing 
shall act as a stay of the provisions of such order. The Commissioner may 
modify, change or rescind such order if he finds that the facts shown at the 
rehearing warrant such modification, change or rescission. 

“In the conduct of such hearing the Commissioner, his deputy or the duly 
authorized examiner specifically designated by him for such purpose shall have 
power to administer oaths and to examine any person under oath and in connec- 
tion therewith to require the production of any books, records, or papers relative 
to the inquiry.* 


“SEC. 14—REVOCATION OR SUSPENSION OF LICENSE. 


“If the Commissioner shall find, after due notice and hearing, that any insurer, 
officer, agent or representative thereof has violated any of the provisions of this 
article, he may issue an order revoking or suspending the license of any such 
insurer, agent, broker or representative thereof.® 


“SEC. 15—PENALTIES. 


“Any insurer, officer, agent or representative thereof failing to comply with, or 
otherwise violating any of the provisions of this article, shall be guilty of a 
misdemeanor and upon conviction be punished by a fine of not less than one 
hundred ($100.00) dollars nor more than five hundred ($500.00) dollars.°® 


“SEC. 16—REVIEW OF ORDER OF COMMISSIONER. 

“A review of any order made by the Commissioner in accordance with the 
provisions of this article, shall be by appeal to the superior court of __.__________ 
eh in accordance with the provisions of (court review of 
orders and decisions) ° 
“SEC. 17—LIMITATION. 


“Nothing in this article shall apply to any town or county farmers mutual fire 
insurance association restricting their operations to not more than three (3) 
adjacent counties, or to domestic insurance companies, associations, orders, or 


fraternal benefit societies now doing business in this State on the assessment 
plan.” 





1 Source: All-industry language, modified as indicated. 
© Source: North Carolina, art. 13, fire rate regulatory law. 
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Lone & Levit, 
San Francisco, January 9, 1956. 
Re PFRB partial subscribership. 
AL GILBERT, 
General Manager, Pacific Fire Rating Bureau, 
San Francisco, Calif. 


Dear AL: Just a line to tell you that I have received advices from Commis- 
sioner Jones of Utah that North America has been given to February 1 to file 
their answer to our brief. 

Yours very truly, 


Bert W. Levrr. 


HARTFORD ACCIDENT & INDEMNITY Co., 


Hartford, Conn., January 10, 1956. 
Miss L. MCANDREWS, 


Secretary to Mr. Berry, 
National Board of Fire Underwriters, 
New York, N.Y. 


Dear Miss McAnprew: Attached is the brief in connection with Allstate’s 
filing in the State of Idaho, which I promised to send to you in our telephone 
conversation today. 

He did not say so, but I am not sure but that Mr. Moser may have considered 
that he gave this brief to me in confidence. Please inform Mr. Levit that he 
should consider it handed him in confidence. 

Yours very truly, 
MANNING W. HEArp, 
First Vice President. 


MANNING HEARD ADVISES OVER THE TELEPHONE 


Henry Moser got him and Vie Herd yesterday (they were at a compulsory 
automobile meeting) and told them that he was planning to file a brief at the 
hearing on January 24 before the Idaho insurance commissioner charging mem- 
bers of the Idaho Surveying and Rating Bureau with intimidation and coercion 
in violation of the antitrust law because they were taking the position they 
would not admit the Allstate as a subscriber for examining service but required 
full admission. He gave Mr. Heard and Mr. Vic Herd a copy of his brief and 
if you want to see a copy you can get it from Mr. Herd. 


JANUARY 13, 1956. 
Mr. Bert W. LEvIT, 


Long & Levit, Merchants Exchange, 
San Francisco, Calif. 


Dear Mr. Levir: Yesterday I sent you copy of brief in connection with All- 
state’s filing in the State of Idaho. This was not received at this office until 
late in the afternoon, therefore no letter was enclosed, as we rushed it off as 
soon as received by us. 

Mr. Manning W. Heard, first vice president of the Hartford Accident & In- 
demnity Co. of Hartford, who sent us this copy states that he is not sure but 
that Mr. Moser may have considered that he gave this brief to him in confidence 
and suggests that you be informed that you should consider it handed you in 
confidence. 

The copy sent you is the only copy we have and after it has served your purpose 
we would appreciate your sending back to us. 

Yours very truly, 








, Secretary to General Counsel. 
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MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
BoakD OF FIRE UNDERWRITERS, HELD IN THE BoarRpD Room, 85 JOHN STREET, 
New YORK, ON JANUARY 18, 1956, aT 11 a.m. 


Present: Messrs. John R. Berry, Philip S. Brown, Ray Caverly, Paul Laymon, 
J. G. Niederlitz, John A. North, Philip Priore, F. Elmer Sammons, and Francis 
Van Orman; also William Tribou (representing C. A. Allen), Hugh Harbison 
(representing Millard Bartels), J. Deegan (representing H. B. Collamore), 
Frederick A. Carroll (representing W. E. McKell), E. S. Coons (representing 
Harry W. Miller), Wilfred G. Howland (representing S. Dwight Parker) ; also 
Hugh Garland (Corroon & Reynolds), Richard Winslow, general counsel, Bos- 
ton Insurance Co., General Counsel Berry, General Manager Vincent, Assistant 
General Counsel McKenzie, and Ray E. Hughes of the staff. Joseph Murphy of 
the America Fore Insurance Group was also present. 

Advices of their inability to attend were at hand from Messrs. C. A. Loughin, 
K. B. Hatch, W. E. McKell, Harry W. Miller, and William B. Rearden. 


ELECTION OF CHAIRMAN 


In the absence of Chairman Loughin, on motion duly made and seconded it 
was voted that Mr. Sammons act as chairman. 


FEDERAL MATTERS 
Flood insurance 


Several bills have been introduced on flood disaster and exposure. The so- 
called administration bill is the one introduced by Senator Bush on behalf of 
himself and 20 other Senators. Mr. Berry stated that inasmuch as the American 
Insurance Association has had a study made on flood insurance and since Messrs. 
Herd and Johnson had been very close to that study, he recommended that the 
law department call on Messrs. Herd and Johnson and such others as in the 
opinion of the law committee might be needed to present the views of the busi- 


ness at hearings on these bills. The committee concurred in this recommen- 
dation. 


Allstate tax problem 


Reference was made to a communication received by companies from the 
national committee on insurance taxation, enclosing a new edition of their 
brochure and advising that legislation would be introduced in Congress shortly 
on behalf of their members. General counsel advised that a bulletin had been 
sent to our members suggesting no action be taken pending our further advices. 
He stated the time has come when our business has to take a position as to 
whether we are for or against this plan. Chairman Niederlitz of our taxation 
committee reviewed the steps taken by his committee, following which, on motion 
duly made and seconded it was unanimously voted that general counsel, with 
the concurrence of the executive committee, oppose this legislation and invite the 
casualty association to join. 


Federal Trade Commission—Trade Practice Conference on Accident and Health 


General counsel advised that the Federal trade conference has called a trade 
practice conference on accident and health advertising for February 8 and ¥. 
Counsel has previously received instructions to follow all developments in the 
FTC accident and health situation but brings this matter up for specific in- 
structions because of the following unusual circumstances. 

First, under Federal Trade Commission procedure, an accident and health con- 
ference is called only after a business requests such a call. The procedure being 
followed in this particular conference departs from regular procedure. This 
conference is being held on motion of the Federal Trade Commission itself. 

Second, the resolution under which the conference is called provides in part 
as follows: 

(1) That the Commission authorize trade practice conference proceedings 
to establish rules covering the deceptive and harmful acts and practices 
presently existing in the sale and offering for sale of accident and health 
insurance, and that all segments of the industry groups concerned, as well 


as all other interested and affected parties, be invited to attend and take 
part. 
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(2) That in preparing for the conference, the Associations and other 
representatives of the different groups be contacted immediately by the 
division of trade conference to legally enlist their aid and cooperation in 
the conference proceedings. 

(3) That in preparing for the conference, and in recognition of the fact 
that Congress in enacting the McCarran Act, contemplated a possible divyi- 
sion between FTC and the several States of the regulatory responsibility 
concerning the advertising practices found in the business of insurance, 
representatives of the various State insurance departments be invited so that 
a pooling of the expert aid and assistance they can provide will serve to 
create the basis for not only a timely but a uniform corrective solution of 
the problem to which the rules will be addressed. 

Under these circumstances it appears to counsel that the FTC is anxious to 
make a record indicating that they have some jurisdiction over the insurance 
business. The position they take with accident and health advertising could 
be taken logically as to the advertising of any insurer. This could be a very 
significant method in a direction of Federal regulation of the business. 

After discussion, it was agreed that general counsel should attend the con- 
ference as an observer and report back what transpires. 


Lone & Levit, 
San Francisco, January 16, 1956. 
Mrs. L. M. ANDREWS, 
Secretary to Mr. Raymond Berry, Legal Department, the National Board of 
Fire Underwriters, New York, N.Y. 


Deak Mrs. ANDREWS: Thank you for your letter of January 13. The copy 
of the Allstate brief arrived a day or two previously, and I regret that my 
secretary placed our office stamp on it. However, I can assure you that I will 
not disclose the fact that the brief has been in my possession. I have had it 
photostated, and return the original herewith as requested. 

Yours very truly, 


Bert W. Levit. 


MINUTES OF MEETING OF THE SPECIAL COMMITTEE OF CHIEF EXECUTIVES oF 
THE NATIONAL BoArD OF FIRE UNDERWRITERS, HELD IN THE Boarp Room, 
85 JoHN STREET, NEw YorRK, ON JANUARY 18, 1956, aT 2 P.M. 


Present: Mr. John A. North (chairman), Messrs. J. R. Barry, H. W. Miller, 
and Bruno C. Vitt. 

There were also present Messrs. Francis Van Orman, of the American Insur- 
ance Co. of Newark ; Hugh Harbison, of the Travelers Fire Insurance Co. ; during 
part of the meeting H. Clay Johnson, of the Royal-Liverpool Insurance group; 
Special Counsel John B. Marsh; General Counsel Berry; and General Manager 
Vincent of the national board staff. 

Advices of their inability to attend were at hand from Messrs. K. E. Black, 
K. B. Hatch, and J. V. Herd. 


PACIFIC FIRE RATING BUREAU 


General Counsel Berry reviewed the status of the change in rules of the 
Pacific Fire Rating Bureau, which have been filed with the respective insurance 
departments in the States of Arizona, Nevada, and Utah. 

It was the unanimous view that no action by this special committee is 
required at this time, pending recommendation by the Pacific Fire Rating 
Bureau. 

DRAFT OF LEGISLATION 


Copies of proposed rate regulatory bill which had been prepared by the sub- 
committee of lawyers in line with instructions of the special committee of chief 
executives and sent to members of the committee with notice of the meeting was 
before the committee for consideration. In presenting the matter the chairman 
referred to the major policy questions involved and general counsel was asked to 
review the salient points. 

It was the consensus that capital stock casualty companies and possibly other 
segments of the business should be brought into the discussion at an early date. 
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Mr. J. R. Barry read his recent correspondence with the insurance commis- 
sioner of the State of North Carolina relative to the breakdown of indivisible 

miums. 
P Following extended discussion of portions of the third draft of the proposed 
rate regulatory bill dated January 5, 1956, and related subjects, including the 
points raised by Mr. Barry on the breakdown of indivisible premiums and the 
point raised by Mr. Vitt on the need for a multiple-peril bill, it was the 
unanimous view that the policy questions raised in this draft are so fundamental 
they should be considered by the executive committee before the special com- 
mittee proceeds further. 

ADJOURNMENT 


The meeting was adjourned at 3:55 p.m. 
J. RAYMOND Berry, Secretary. 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 


BoarpD OF FIRE UNDERWRITERS HELD IN THE BOARD RooM, 85 JOHN STREET, NEW 
YorkK, ON JANUARY 18, 1956, aT 11 A.M. 


Present: Messrs. John R. Barry, Philip 8S. Brown, Ray Caverly, Paul Laymon, 
J. G. Niederlitz, John A. North, Philip Priore, F. Elmer Sammons, and Francis 
Van Orman; also William Tribou (representing C. A. Allen), Hugh Harbison 
(representing Millard Bartels), J. Deegan (representing H. B. Collamore), 
Frederick A. Carroll (representing W. E. McKell), BE. S. Coons (representing 
Harry W. Miller), Wilfred G. Howland (representing S. Dwight Parker) ; 
also Hugh Garland (Corroon & Reynolds), Richard Winslow, general counsel, 
Boston Insurance Co., General Counsel Berry, General Manager Vincent, Assist- 
ant General Counsel McKenzie, and Ray E. Hughes of the staff. Joseph Mur- 
phy of the America Fore Insurance Group was also present. 

Advices of their inability to attend were at hand from Messrs. C. A. Loughin, 
K. B. Hatch, W. E. McKell, Harry W. Miller, and William B. Bearden. 


ELECTION OF CHAIRMAN 


In the absence of Chairman Loughin, on motion duly made and seconded it 
was voted that Mr. Sammons act as chairman. 


FEDERAL MATTERS 
Flood insurance 


Several bills have been introduced on flood disaster and exposure. The so- 
called administration bill is the one introduced by Senator Bush on behalf of 
himself and 20 other Senators. Mr. Berry stated that inasmuch as the American 
Insurance Association has had a study made on flood insurance and since 
Messrs. Herd and Johnson had been very close to that study, he recommended 
that the law department call on Messrs. Herd and Johnson and such others 
as in the opinion of the law committee might be needed to present the views 


of the business at hearings on these bills. The committee concurred in this 
recommendation. 


Allstate tax problem 


Reference was made to a communication received by companies from the Na- 
tional Committee on Insurance Taxation, enclosing a new edition of their 
brochure and advising that legislation would be introduced in Congress shortly 
on behalf of their members. General counsel advised that a bulletin had been 
sent to our members suggesting no action be taken pending our further advices. 
He stated the time has come when our business has to take a position as to 
whether we are for or against this plan. Chairman Niederlitz of our taxation 
cmmittee reviewed the steps taken by his committee, following which, on motion 
duly made and seconded it was unanimously voted that general counsel, with 


the concurrence of the executive committee, oppose this legislation and invite the 
Casualty Association to join. 


Federal Trade Commission—Trade practice conference on accident and health 


General counsel advised that the Federal Trade Conference has called a trade 
practice conference on accident and health advertising for February 8 and 9. 
Counsel has previously received instructions to follow all developments in the 
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FTC accident and health situation but brings this matter up for specific instruc- 
tions because of the following unusual circumstances. 

First, under Federal Trade Commission procedure, an accident and health 
conference is called only after a business requests such a call. The procedure 
being followed in this particular conference departs from regular procedure. 
This conference is being held on motion of the Federal Trade Commission 
itself. 

Second, the resolution under which the conference is called provides in part 
as follows: 

(1) That the Commission authorize trade practice conference proceedings to 
establish rules covering the deceptive and harmful acts and practices presently 
existing in the sale and offering for sale of accident and health insurance, and 
that all segments of the industry groups concerned, as well as all other interested 
and affected parties, be invited to attend and take part. 

(2) That in preparing for the conference, the associations and other repre- 
sentatives of the different groups be contacted immediately by the Division of 
Trade Conference to legally enlist their aid and cooperation in the conference 
proceedings. 

(3) That in preparing for the conference, and in recognition of the fact that 
Congress in enacting the McCarran Act, contemplated a possible division between 
FTC and the several States of the regulatory responsibility concerning the 
advertising practices found in the business of insurance, representatives of 
the various State insurance departments be invited so that a pooling of the 
expert aid and assistance they can provide will serve to create the basis for 
not only a timely but a uniform corrective solution of the problem to which the 
rules will be addressed. 

Under these circumstances it appears to counsel that the FTC is anxious to 
make a record indicating that they have some jurisdiction over the insurance 
business. The position they take with accident and health advertising could 
be taken logically as to the advertising of any insurer. This could be a very 
significant method in a direction of Federal regulation of the business. 

After discussion, it was agreed that general counsel should attend the con- 
ference as an observer and report back what transpires. 


THE NATIONAL BoArpD OF FIRE UNDERWRITERS, 
New York, January 18, 1956. 
To Members of the Executive Committee: 


Enclosed herewith are (a) copy of report of the special committee of chief 
executives dated December 8, 1955, which was read at the meeting of the execu- 
tive committee on that date, and (6) draft of fire and allied lines rate regulatory 
bili, prepared by the lawyers’ subcommittee, in line with instructions from the 
special committee of chief executives. 

The policy questions raised in this draft are so fundamental, your special 
committee of chief executives is of the opinion that these should be considered 
by the executive committee before the special committee proceeds further. 

This subject will be on the agenda of the meeting of the executive committee 
on Thursday, January 26, 1956. 

Yours very truly, 
L. A. VINCENT, General Manager. 


Proposep Fire, MARINE AND INLAND MARINE] AND ALLIED Lines Rate 
REGULATORY BILL 


“AN ACT Relative to the regulation of rates for fire [, marine and inland marine] and allied 
lines of insurance, and to the regulation and organization of a rating [organizations] 
bureau and repealing sections * *, 


“Be it enacted by * * *”2 
Policy QUESTIONS INVOLVED 


The procedural mechanics necessary for an appraisal of legislative feasibility, 
will need to be considered from the outset in connection with any proposed change 
in the Fire Rate Regulatory Law. This consideration would include the timing 


1 Source: All-industry language, modified as indicated. 
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of meetings with casualty interests, independents, mutuals and insurance depart- 
ments; bearing in mind that since the passage of the All-Industry Rate Regula- 
tory Law and the North Carolina Fire Rate Regulatory Law, casualty interests 
are directly affected in their multiple line operation by any change. 


“SECTION 1—PURPOSE OF ACT. 


“The purpose of this Act is to promote the public welfare by regulating insur- 
ance rates to the end that they shall not be excessive, inadequate or unfairly 
discriminatory, and to authorize and regulate cooperative action among insurers 
in ratemaking and in other matters within the scope of this Act. Nothing in 
this Act is intended [(1)] to prohibit or discourage reasonable competition[,]. 
{or (2) to prohibit, or encourage except to the extent necessary to accomplish the 
aforementioned purpose, uniformity in insurance rates, rating systems, rating 
plans or practices. This Act shall be liberally interpreted to carry into effect 
the provisions of this Section.”]* 


POLICY QUESTIONS INVOLVED 


The words “nothing in this Act is intended to prohibit or discourage reasonable 
competition” have been left in this draft. Executive decision is called for on 
whether these words should remain or should be deleted. If they remain, it 
must be anticipated they will be used by those seeking freedom of action to 
obtain comparative freedom under the deviation section and other sections of 
the bill which would be construed as restrictive of competition. 

On the other hand, if the words are deleted, it must be anticipated that those 
who want independence of action will claim the deletion proves a disposition 
to discourage competition, will keep rates high, will encourage price fixing and 
therefore the legislation is not in the public interest. Such arguments must be 
expected to have a wide appeal and probably represent a major obstacle to enact- 
ment of this type of legislation. They might also bring about a congressional 
reappraisal of Public Law 15. It is obvious from the above that those proposing 
deletion of these words, or similar words, from existing regulatory patterns must 
have their facts in support of such deletion carefully marshaled. 

On this same point, see Policy Questions Involved—Section 3 and Section 10. 


“SEC. 2—SCOPE OF ACT. 


“This Act applies to fire [, marine and inland marine insurance,*] and 
allied lines of inswrance® on risks located in this state. [Inland marine insur- 
ance shall be deemed to include insurance now or hereafter defined by statute, 
or by interpretation thereof, or if not so defined or interpreted, by ruling of 
the commissioner of insurance, hereinafter referred to as commissioner, or as 
established by general custom of the business, as inland marine insurance.] 

“This Act shall not apply: 

“(a) To reinsurance; [other than joint reinsurance to the extent stated in 
Section 11 ;] 

“(b) To insurance of vessels or craft, their cargoes, marine builders’ risks, 
marine protection and indemnity, or other risks commonly insured under 
marine, as distinguished from inland marine, insurance policies; 

“(e) To insurance of hulls of aircraft, including their accessories and equip- 
ment, or against liability arising out of the ownership, maintenance or use 
of aircraft ; 

“(d) To motor vehicle insurance, nor to insurance against liability arising 
out of the ownership, maintenance or use of motor vehicles[.]; 

“(e) To marine nor to inland marine insurance. Inland marine insurance 
shall be deemed to include insurance now or hereafter defined by statute, or 
by interpretation thereof, or if not so defined or interpreted, by ruling of the 
commissioner of insurance, hereinafter referred to as commissioner, or as estab- 


lished by general custom of the business, as inland marine insurance. 
“(f) sees 


1Source: All-industry language, modified as indicated. 

2The words “fire{, marine and inland marine] and allied linea of insurance” are used 
herein in their generally accepted trade sense. The wording of the section should be fitted 
to any laws of the state which classify insurance. “Allied lines” is not a phrase which 
is defined in existing rating laws. The draftsmen have proceeded on the assumption 
that “allied lines” includes all property damage coverages other than those excluded in 
sec. 2 above. If the approach embodied in this bill is used, further definition may be 
advisable here. 

*If fire and allied lines, when included as a part of multiple line rating, are not to be 
included in this Act, additional exception (f) would be necessary. 
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“If any kind of insurance, subdivision or combination thereof, or type of 
coverage, subject to this Act, is also subject to regulation by another rate 
regulatory act of this state, an insurer to which both acts are otherwise appli- 
cable shall file with the commissioner a designation as to which rate regulatory 
act shall be applicable to it with respect to such kind of insurance, subdivision 
or combination thereof, or type of coverage”’.* 


POLICY QUESTIONS INVOLVED 


This draft of bill will solve nothing if the problem of the rating of multiple- 
line coverages, and particularly indivisible premium coverages, is not solved 
concurrently. This draft makes no pretense of solving the multiple-line rating 
problem. If the solution of this problem is not presented concurrently, then 
the enactment of legislation such as this can be expected to encourage companies 
to turn to indivisible premium rating as a means of meeting competition which 
runs beyond the fire and allied lines field. It is our understanding from the 
chairman of the subcommittee that the last paragraph of the committee’s report 
may need some revising in language, but nevertheless is still to be part of the 
report. 


“SECTION 3—MAKING OF RATES. 


“(a) Rates shall be made in accordance with the following provisions: 

“1. Manual, minimum, class rates, rating schedules or rating plans, shall be 
made and adopted. [, except in the case of specific inland marine rates on risks 
specially rated.J 

“2. Rates shall not be excessive, inadequate or unfairly discriminatory. 

“3. Due consideration shall be given to past and prospective loss experience 
within and ouside this state to the conflagration and catastrophe hazards, to a 
reasonable margin for underwriting profit and contingencies, to dividends, say- 
ings or unabsorbed premium deposits allowed or returned by insurer to their 
policyholders, members or subscribers, to past and prospective expenses both 
countrywide and those specially applicable to this state, and to all other rele- 
vant factors within and outside this state; and in the case of fire insurance rates 
consideration shall be given to the experience of the fire insurance business dur- 
ing a period of not less than the most recent five year period for which such 
experience is available. 

“T(b) Except to the extent necessary to meet the provisions of subdvision 2 
of subsection (a) of this Section, uniformity among insurers in any matters 
within the scope of this Section is neither required nor prohibited.] 

“E(c)] (b) Rates made in accordance with this section may be used subject 
to the provisions of this Act.’ 


POLICY QUESTIONS INVOLVED 


The deletion of the former paragraph (b) highlights the problem referred to 
in the policy note at the foot of section 1. 


“SECTION 4—RATING BUREAU. 


“Under the supervision of the Commissioner of Insurance who shall call a 
meeting for that purpose and within six months after the effective date of this 
act, insurance companies authorized to effect insurance in this State against 
the risk of loss by perils within the scope of this act, shall organize a rating 
bureau for the purpose of making rates and rules and regulations which affect 
or determine the price which policyholders shall pay for insurance covered by 
this article, on property or risks located in this State: and all companies now or 
hereafter authorized to transact such business in this State shall become members 
of such bureau.‘ 

“The government of the rating bureau shall be vested in its members, and it 
shall not be subject to the direction or control of any other bureau, association, 
corporation, company, individual or group of individuals. Each member shall 
have one vote. 


1 Source: All-industry language, modified as indicated. 
4 The statutory requirement of universal membership and voting rights might give rise to 


serious problems pertaining to property ownership as applied to an existing stock company 
rating bureau. 
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“The governing board, executive committee or other governing body of the 
rating bureau shall be provided for in the bylaws. [which shall provide also that 
at least one member of such governing body shall be an official of a domestic 
company and shall be a bona fide resident of the State of North Carolina.] 

“The rating bureau shall have power to adopt a constitution and bylaws for 
its government and to adopt reasonable rules and regulations necessary to carry 
out its functions, but such constitution and bylaws, rules and regulations shall 
not be inconsistent with the provisions of this article, and together with any 
amendments thereto shall be approved by the Commissioner before becoming 
effective. No such constitution, bylaws, rules and regulations shall discriminate 
against any type of insurer because of its plan of operation or otherwise, nor shall 
any insurer be prevented from returning any unused or unabsorbed premium 
deposit, savings or earnings to its policyholders or subscribers. 

“The rating bureau shall be empowered to subscribe for or purchase any 
necessary service. Subject to the approval of the Commissioner it shall apportion 
the expenses of its operation among its members equitably in proportion to serv- 
ices rendered by the bureau; provided, however, the bureau may fix a minimum 
annual charge to be paid by each member, not exceeding fifty dollars, and a 
reasonable admission fee, not exceeding fifty dollars. 

“The principal office of the bureau shall be located in [the city of Raleigh, 
North Carolina] where all records shall be kept and all business 
of the bureau transacted; provided that with the approval of the Commissioner 
branch offices of the bureau may be established within the State. The bureau 
shall furnish without discrimination its service to its members, and any rating 
schedule, forms or plans of operation which have been approved by the Com- 
missioner and filed with the rating bureau shall be available for inspection at 
any reasonable time by all members of said bureau. 

“Any member of the rating bureau may appeal to the Commissioner from 
any decision of such bureau and the Commissioner shall, after a hearing held 
on not less than ten days’ written notice to the appellant and to the bureau, 
issue an order approving the decision of the bureau or directing it to give further 
consideration to such proposal. In the event the bureau fails to take satisfactory 
action, the Commissioner shall make such order as he may see fit.® 

“Rates in effect at the time this act becomes law shall remain in effect 
pending the organization of the rating bureau pursuant to the provisions of 
this section and until such further time as new rates have been put into effect 
pursuant to the provisions of this Act.” 


POLICY QUESTIONS INVOLVED 


The Subcommittee of Lawyers has not conferred with underwriters and rating 
managers operating under the North Carolina law, and therefore has no knowl- 
edge of any problems existing under that law which might call for correction. 


“SEC. 5—POWER TO SECURE INFORMATION. 


“The Commissioner, his deputy, or duly authorized examiner is authorized and 
empowered at all reasonable times and on reasonable notice to examine all 
records of the said rating bureau covering its operations, including its con- 
stitution, bylaws, rating schedules, rules, regulations and amendments thereto.® 


“SEC. 6—RATE INFORMATION. 


“Every risk specifically rated in this State shall be rated upon schedule after 
inspection and a survey of such risk shall be made and filed in the rating bureau 
office. A copy of such survey shall be furnished upon request to the insured or 
his duly authorized representative without charge.® 


“SEC. 7—STATISTICAL REPORTS. 


“Every insurer shall file annually with the rating bureau or at its option, with 
a common agency approved by the Commissioner and representative of either 
stock or of nonstock insurers, its underwriting experience in this State in ac- 
cordance with classifications approved by the Commissioner. The experience 
filed with the common agency selected shall be consolidated by such agency and 
a copy of the consolidated result shall be filed with the rating bureau; provided 
such insurers shall, if directed by the Commissioner, file their individual under- 
writing experience with such rating bureau. Such data shall be kept and re- 





® Source : North Carolina, art. 13, fire rate regulatory law. 
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ports made in such manner and on such forms as may be prescribed by the 
Commissioner.’ 


“SEC. 8—APPROVAL OF RATES. 


“No rating method, schedule, classification, underwriting rule, bylaw, or regu- 
lation shall become effective or be applied by the rating bureau until it shall 
have been first submitted to and approved by the Commissioner. Provided, 
that a rate or premium used or charged in accordance with a schedule, clagsi- 
fication, or rating method or underwriting rule or bylaw or regulation previously 
approved by the Commissioner need not be specifically approved by the Com- 
missioner. Every rating method, schedule, classification, underwriting rule, by- 
law or regulation submitted to the Commissioner for approval shall be deemed 


approved, if not disapproved by him in writing within sixty (60) days after 
submission.* 


“SEC. 9—REDUCTION OR INCREASE OF RATES. 


“The Commissioner is hereby empowered to investigate at any time the neces- 
sity for a reduction or increase in rates. If upon such investigation it appears 
that the rates charged are producing a profit in excess of what is fair and rea- 
sonable, he shall order such reduction of rates as will produce a fair and rea- 
sonable profit only. 

“If upon such investigation it appears that the rates charged are inadequate 
and are not producing a profit which is fair and reasonable, he shall order such 
increase of rates as will produce a fair and reasonable profit. 

“[In determining the necessity for an adjustment of rates, the Commissioner 
shall give consideration to all reasonable and related factors, to the conflagra- 
tion and catastrophe hazard, both within and without the State, to the past and 
prospective loss experience, including the loss trend at the time the investiga- 
tion is being made, and in the case of fire insurance rates, to the experience of 
the fire insurance business during a period of not less than five years next pre- 
ceding the year in which the review is made.] 

“Any reduction or increase of rates ordered by the Commissioner shall be 
applied by the rating bureau subject to his approval within sixty (60) days 
and shall become effective solely to such insurance as is written having an in- 
ception date on and after the date of such approval. 

“Whenever the Commissioner finds, after notice and hearing, that the bureau’s 
application of an approved rating method, schedule, classification, underwriting 
rule, bylaw or regulation is unwarranted, unreasonable, improper or unfairly 
discriminatory he shall order the bureau to revise or alter the application of 
such rating method, schedule, classification, underwriting rule, bylaw or regu- 
lation in the manner and to the extent set out in the order.°® 


“SEC. 10—DEVIATIONS. 


“No insurer, officer, agent or representative thereof shall knowingly issue or 
deliver or knowingly permit the issuance or delivery of any policy of insurance in 
this State which does not conform to the rates, rating plans, classifications, 
schedules, rules and standards made and filed by the rating bureau. However, 
an insurer may [deviate] make written application to the Commissioner for 
permission to file a deviation from the rates promulgated by the rating bureau 
provided (17) the insurer has filed the deviation to be applied both with the 
rating bureau and the Commissioner, (2) the deviation is supported by the ea- 
perience of the applicant in the State or, if rates are based on an area larger 
than the area of the State, then on the experience of the applicant in that area 
($) the said deviation is uniform in its application to all risks in the State of 
the class to which such deviation is to apply and (4) such deviation is approved 
after hearing by the Commissioner as being reasonable under all the circum- 
stances. If approved the deviation shall remain in force for a period of one 
year from the date of approval by the Commissioner. Such deviation may be 
renewed annually subject to all of the foregoing provisions. A rate in excess of 
that promulgated by the rating bureau may be charged on any specific risk 
provided such higher rate is charged with the knowledge and written consent 
of both the insured and the Commissioner.” * 


5 Source: North Carolina, art. 13, fire rate regulatory law. 

® Source: North Carolina, art. 13, fire rate regulatory law, modified as indicated. The 
bracketed paragraph is deleted as unnecessary, since this draft has sec. 3 of the all-industry 
"pill, a section not found in North Carolina law. 

7 Source: North Carolina, art. 13, fire rate regulatory law, modified as indicated by incor- 
porating language from special committee report and all-industry bill. 
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POLICY QUESTIONS INVOLVED 


The granting of deviations would still be an administrative matter and devi- 
ations would probably still be granted on classes such as residence where a sub- 
stantial premium volume is developed and where an expense saving can be 
demonstrated. 

There is no absolute legal requirement that there be any deviation section in 
a rate regulatory law. Absence of such a section would make for greater uni- 
formity and it may be our executives would prefer a law with no deviation 
section. While this would be legal, we would expect some political repercussions 
and perhaps congressional reappraisal of Public Law 15. 

Any deviation section presents grave questions—for example: 

Do we want “experience in the State” or “experience applicable to the State’? 

What is meant by experience? Does it mean both loss and expense experi- 
ence? Could a deviation be supported by the individual experience of a company, 
either on the loss side or on the expense side? Should a number of years of 
experience be required? 

Should this section provide that a deviator must deviate as to all classes of 
business written in the state? Some executives feel this is a good provision as 
it prevents a company from deviating on one particular class where the experi- 
ence has been abnormally good. Others feel such a provision plays into the 
hands of the specialty writer, which is writing only one class of business. 

What will the impact be of a tight deviation section? Will a tight deviation 
section afford any relief from price competition inasmuch as participating 
policies will still be used? Will such a deviation section encourage companies 
to issue participating policies? 


“SEC. 11—POOLS, GROUPS OR ASSOCIATIONS. 


“Any insurer individually or as a member of a pool, group, or association 
engaged in the business of insuring special types or classes of risks in connec- 
tion with which a particular inspection or engineering service and set of stand- 
ards has been maintained to the satisfaction of the Commissioner, and with re- 
spect only to such types or classes of risks, shall submit loss experience data to the 
Commissioner for approval of its schedule or rates or deposits, forms and plans 
of operation either directly in it own behalf or through a unified facility of the 
group created and licensed by the Commissioner for that purpose and maintained 
entirely or in part for such a purpose. In evaluating the forms, schedule of 
rates or deposits and plan of operation of such an insurer or pool or association 
of insurers the Commissioner shall act with due regard for the previous record 
of such insurer or group of insurers, and with due appreciation of previous and 
prospective loss trends in this State and outside of this State, and to any other 
factors reasonably related to the classes or types of insurance written by such 
insurer or group of insurers. When so approved, such forms, schedule or rates 
or deposits and plan of operation shall be filed with the bureau. 

“Nothing contained in this section shall be construed as exempting any insurer, 
pool, group or association of insurers from all provisions of this article. [and 
the provisions of Article 13B, set out below, with respect to licensing.]’ * 

Comments.—It must be expected that attempt will be made to use this section 
as a wide open deviation section. This will be increasingly so as the deviation 
section is tightened either by changed wording or by departmental interpretation. 


POLICY QUESTIONS INVOLVED 


This section might be used as a very loose deviation section. History of the 
section indicates it was drawn in North Carolina and when submitted to the 
laws committee of the national board, that committee recommended a revision 
of the first line so as to read as it presently reads. Thus, the section is avail- 
able to individual insurers despite its title. The words “special types or classes 
of risks” and the words “inspection or engineering service and set of standards” 
are susceptible of very broad interpretation. Furthermore, these are to be 
maintained “to the satisfaction of the commissioner’. This language permits 
of wide swing, from very tight administration to very loose administration. Is 
this the executive’s intent? 





* Source: North Carolina, art. 13, fire rate regulatory law, modified as indicated. 
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“SEC. 12—ADVISORY ORGANIZATIONS. 


“(a) Every group, association or other organization of insurers, whether 
located within or outside this state, which assists [insurers which make their 
own filings or] the rating [organizations] bureau in rate making, by the collection 
and furnishing of loss or expense statistics, or by the submission of recom- 
mendations[, but which does not make filings under this Act,] shall be known 
as an advisory organization. 

“(b) Every advisory organization shall file with the commissioner (1) a copy 
of its constitution, its articles of agreement or association or its certificate of 
incorporation and of its by-laws, rules and regulations governing its activities, 
(2) a list of its members, (3) the name and address of a resident of this state 
upon whom notices or orders of the commissioner or process issued at his 
direction may be served, and (4) an agreement that the commissioner may 
emg such advisory organization in accordance with the provisions of Section 5 
of this Act. 

“(e) If, after a hearing, the commissioner finds that the furnishing of such 
information or assistance involves any act or practice which is unfair or unrea- 
sonable or otherwise inconsistent with the provisions of this Act, he may issue 
a written order specifying in what respects such act or practice is unfair or 
unreasonable or otherwise inconsistent with the provisions of this Act, and 
requiring the discontinuance of such act or practice. 

“(d) [No insurer which makes its own filings, nor any] The rating [organi- 
zation] bureau shall not support its filings by statistics or adopt rate making 
recommendations, furnished to it by an advisory organization which has not 
complied with this Section or with an order of the commissioner involving such 
statistics or recommendations issued under subsection (c) of this Section. If 
the commissioner finds [such insurer or] the rating [organization] bureau to 
be in violation of this subsection he may isSue an order requiring the discon- 
tinuance of such violation.’ 


“SEC. 13—HEARING. 


“The Commissioner shall not make any rule, regulation or order under the 
provisions of this article without giving the rating bureau and insurers who may 
be affected thereby reasonable notice and a hearing if hearing is requested. All 
hearings provided for in this article shall be held at such time and place as shall 
be designated in a notice which shall be given by the Commissioner in writing to 
the rating bureau and insurer or the officers and agents and representatives 
thereof which may be affected thereby, at least thirty (80) days before the date 
designated therein. The notice shall state the subject of the inquiry. 

“At the conclusion of such hearing, or within thirty (380) days thereafter, the 
Commissioner shall make such order or orders as he may deem necessary in 
accordance with its finding. Within thirty (30) days after receiving written 
notice of any such order or finding any person affected thereby may request a 
rehearing or review thereof before the Commissioner by filing a written request 
setting forth a summary of the reasons therefor. Upon receipt of such request, 
the Commissioner shall set a date for rehearing. Such application for rehearing 
shall act as a stay of the provisions of such order. The Commissioner may 
modify, change or rescind such order if he finds that the facts shown at the re- 
hearing warrant such modification, change or rescission. 

“In the conduct of such hearing the Commissioner, his deputy or the duly 
authorized examiuer specifically designated by him for such purpose shall have 
power to administer oaths and to examine any person under oath and in con- 
nection therewith to require the production of any books, records, or papers 
relative to the inquiry.® 


“SEC. 14—REVOCATION OR SUSPENSION OF LICENSE. 


“If the Commissioner shall find, after due notice and hearing, that any 
insurer, officer, agent or representative thereof has violated any of the pro- 
visions of this article, he may issue on order revoking or suspending the license 
of any such insurer, agent, broker or representative thereof.® 


“SEC. 15—PENALTIES. 


“Any insurer, officer, agent or representative thereof failing to comply with, 
or otherwise violating any of the provisions of this article, shall be guilty 
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1 Source: All-industry language, modified as indicated. 
5 Source: North Carolina, art. 13, fire rate regulatory law. 
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of a misdemeanor and upon conviction be punished by a fine of not less than one 
hundred ($100.00) dollars nor more than five hundred ($500.00) dollars.* 


“SEC. 16—REVIEW OF ORDER OF COMMISSIONER. 


“A review of any order made by the Commissioner in accordance with the 
provisions of this article, shall be by appeal to the superior court of ------_---_- 
in accordance with the provisions of (court review of orders and decisions).* 


“SEC. 17—LIMITATION. 


“Nothing in this article shall apply to any town or county farmers mutual 
fire insurance association restricting their operations to not more than three 
(3) adjacent counties, or to domestic insurance companies, associations, orders 
or fraternal benefit societies now doing business in this State on the assessment 
plan.” * 


JANUARY 19, 1956. 
Mr. MANNING W. HEAarp, 


First Vice President, Hartford Accident & Indemnity Co., 
Hartford, Conn. 


Deak Mr. HEARD: Upon receipt of your letter of January 9, I forwarded to 
Mr. Bert W. Levit in San Francisco, the copy of brief in connection with Allstate’s 
filing in the State of Idaho which you sent me. 

He returned it today, and you will find same enclosed. I advised Mr. Levit 
that he consider it handed him in confidence. 

Yours very truly, 





Secretary to General Counsel. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, January 26, 1956. 


Re report of the special committee on industrial uses of atomic energy. 
Mr. H. W. MILLER, 
Chairman, Executive Committee. 


Dear Sir: At the last meeting of the executive committee it was reported that 
your special committee had reviewed the proposal of the Factory Insurance Asso- 
ciation’s committee on atomic energy for the establishment of a nuclear energy 
insurance syndicate for capital stock property insurance companies. 

Under date of December 7, 1955, the National Board of Fire Underwriters 
addressed all of the capital stock property insurance companies doing business 
in the United States, inviting them to participate in the syndicate and requesting 
them to submit tentative percentage commitments as to net retention and maxi- 
mum dollar amount. This letter was addressed to 366 companies. 

As of Monday, January 23, replies had been received from 227 companies, 
tentative commitments totaling $35,365,000. These replies have all been for- 
warded to the chairman of the executive committee of the Factory Insurance 
Association for consideration by the committee of that organization that will be 
dealing with the nuclear energy insurance syndicate. As additional replies are 


received, they will be transmitted to the FIA for their consideration in the or- 
ganization of this facility. 


Respectfully submitted. 
KENNETH FE. Back, Chairman. 


STATE OF NEVADA, 
INSURANCE DEPARTMENT, 


Carson City, January 30, 1956. 
Mr. F. H. HAWKINS, 


Executive Secretary, Pacific Fire Rating Bureau, 
San Francisco, Calif. 


Deak Mr. Hawkins: On July 26, 1955, you addressed a letter to this depart- 
ment in which you requested approval of certain proposed changes in the rules 
of the Pacific Fire Rating Bureau relative to partial subscribership. A copy of 


the proposed changes and an affidavit of mailing to all members and subscribers of 
the bureau were enclosed therewith. 





® Source: North Carolina, art. 13, fire rate regulatory law. 
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After some correspondence and phone consultations between this department, 
various officers of the Pacific Fire Rating Bureau and other interested parties, 
a hearing on the proposed rule changes was scheduled for Thursday, September 
15, 1955, in Carson City, Nev. 

Between that time in August and the date of the hearing we had reached 
the conclusion that our code did not authorize a restriction of partial subscrib- 
erships. As a result of that conclusion, on Wednesday, September 14, 1955, the 
opinion of the Attorney General of the State of Nevada was officially requested 
as to the proper interpretation of article 15A of the Nevada Insurance Code, as 
amended. 

The attorney general, on January 10, 1956, in opinion No. 141, concurred in 
the opinion of the insurance commissioner that the Nevada Insurance Code 
“does not authorize a rating organization to promulgate rules or regulations 
which would limit partial subscriberships.” 

You are therefore advised that the proposed change in the rules of the Pacific 
Fire Rating Bureau fail to meet the requirements of article 15A, as amended, 
of the Nevada Insurance Code and shall not become effective. 

Very truly yours, 
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Paut A. HAMMEL, 
Insurance commissioner. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, February 21, 1956. 
Re mercantile block policies. 
To Members of the Actuarial Bureau Committee: 


GENTLEMEN : In accordance with the action of the actuarial bureau committee 
at meeting of February 14, discussions were held on Monday, February 20, by 
the representatives of the subcommittee on classification of the national board, 
Inter-Regional Insurance Conference, Inland Marine Insurance Bureau and 
National Bureau of Casualty Underwriters. 

Following that conference, representatives of the subcommittee on classifica- 
tion asked that the enclosed questionnaire be submitted to each member of the 
actuarial bureau committee. If the members of the acturial bureau committee 
approve, this matter can be reported to the executive committee at its meeting 
on March 1, 1956. 

The actuarial committee and the statistical committee of the National Bureau 
of Casualty Underwriters acting jointly have laid before the executive commit- 
tee of the bureau the various considerations involved from the standpoint of the 
Casualty Bureau and is asking for policy determination on the course to be fol- 
lowed by that branch of the business. Without as yet knowing what the view 
of the casualty branch of the business will be, the enclosed questionnaire is 
circulated with a view to obtaining a policy decision for the fire companies 
members of the National Board of Fire Underwriters. 

Representatives of the subcommittee on classification asked that in transmit- 
ting this questionnaire, some of the considerations discussed at the conference 
on February 20 be relayed to the actuarial bureau committee. 

Referring to item A, statistical agent, the recommendation that the actuarial 
bureau of the national board offer its facilities to serve as statistical agent for 
mercantile block experience reflects the consensus of the three branches of the 
business primarily concerned with the mercantile block policies. 

The three questions propounded with reference to item B, statistical plan, re- 
flect the different opinions expressed by our subcommittee on classification. 
While it was recognized by those present that the development of a statistical 
plan on the basis of indivisible premium admits to the possibility of a large body 
of mercantile experience being withdrawn from the standard classification ex- 
perience, consideration of the problem of expense and of handling a breakdown 
in company offices resulted in the submission of this question, without 
recommendation. 

In item B, question 1(b), the breakdown of the indivisible premium by the 
statistical agent through application of formula was discussed from the stand- 
point of the acceptability of such formula breakdown to supervisory authorities. 
There was divided opinion but mention was made of the possibility that work- 
sheets prepared by the fire rating bureaus provide the basis for such a formula. 
This would serve as a means of making available te the casualty and inland 
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marine bureaus a report on the portion of the mercantile block experience in 
which they are interested. , ‘ 

As to item B, question 2, it was pointed out that the rating plan worksheets 
prepared by the fire rating bureaus will furnish information that would permit 
coding of the daily reports by the stamping and audit bureaus according to the 
major peril breakdown and that such occupancy classifications as are required 
by each branch of the business would be affixed at the stamping or audit office. 
The Inter-Regional Insurance Conference advised that it had developed the 
mercantile block policy with a view to providing such major peril breakdown of 

ence. 
—-— questionnaire is submitted, in duplicate, with the request that one copy 
be returned to the undersigned on or before February 28, 1956. 

Very truly yours, 


L. A. VINCENT, General Manager. 


INTER-REGIONAL INSURANCE CONFERENCE, 


New York, N.Y., February 21, 1956. 
Mr. J. RAYMOND Berry, General Counsel, 


The National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. Berry: Some months ago you will recall we discussed informally 
the point that our executive committee has been engaged in studying the 
problem of rating bureau assessments particularly as respects certain types of 
eontracts where the fire and extended coverage endorsement rates are employed 
asa base but where the rating bureaus are not necessarily the promulgating 


Oemsideration by a special committee and by our executive committee has 
eulminated in the following assessment formula which our committee feels 
should be looked upon as a temporary recommendation for the ensuing year and 
is to be considered subject to review prior to the next annual assessment period : 

(1) As respects business written on comprehensive contracts such as the 
mercantile block and the comprehensive dwelling policy where the fire and 
extended coverage endorsement premiums constitute an integral but sepa- 
rable portion of the overall premium, and where stamping office services are 
rendered by the fire rating bureaus, the assessment be based upon the full 
fire and extended coverage endorsement premiums. 

(2) As respects homeowners’ policies (A, B, and C) involving an indi- 
visible premium, the assessment be 40 percent of the normal rate of assess- 
ment applied to the full indivisible premium for the contract, this reduction 
from the full rate of assessment being felt fully justified because of the 
absence of stamping office operations in connection with homeowners’ con- 
tracts and the fact that not all of the indivisible premium is comprised of 
fire and extended coverage endorsement premiums. 

Our committee has been informed that an early recommendation on this matter 
is highly desirable in the light of the desire of a number of fire rating organiza- 
tions to properly prepare assessment blanks which are sent to the companies for 
execution during the month of March in several fields. 

Accordingly we anticipate making this recommendation to rating bodies this 
week but because of our prior conversation I wanted you to know of the recom- 
mendation of our executive committee. 

Sincerely yours, 

, Manager. 


Excerpts From MINUTES OF THE OFFICERS CONFERENCE FOR FEBRUARY 29, 1956 
COMMITTEE ON LAWS 
Need for reestablishment of the position of the committee on iaws as a body 


of senior executives was discussed in detail, along with the work of the special 
committee of chief executives. 
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CONSTITUTION AND BYLAWS—AMENDMENTS 


With a view to providing for a second vice president, it was recommended that 
the section of the constitution captioned “Officers” be amended to read: 

“The officers of the board shall consist of a president, one or more vice presi- 
dents, treasurer and secretary * * *.” 

It was further recommended that the constitution be amended to restrict 
membership in the National Board of Fire Underwriters to capital stock insur- 
ance companies that are not members of a competing trade organization. It was 
the view of general counsel that such a move would not present any legal problem. 

It was recommended that if the executive committee at its meeting on March 1 
approves in principle these suggestions for amendment of the constitution, specific 
wording will be drafted for consideration by the executive committee at its 
March 29 meeting, permitting due notice to the membership for action at the 
May 1956 annual meeting. 

CONTRIBUTIONS 


Committee for economic development 


It was recommended that the contribution for the support of the work of the 
committee for economic development during the calendar year 1956 be $6,250, 
provided the Association of Casualty & en Companies makes the same 
contribution. 


American Institute for Property and Liability Underwriters 


President Herd outlined the need for increase in financial support of the work 
of the American Institute for Property and Liability Underwriters, Inc., from 
the total joint annual contribution of $25,000 per annum subscribed proportion- 
ately by the Association of Casualty & Surety Companies, American Mutual 
Alliance and National Board of Fire Underwriters to a total of $50,000 per annum. 
If the other associations concur in this increase, recommendation will be made to 
the executive comittee in favor of the national board’s assuming its proportionate 
share. It is recognized that this contribution would be in addition to the total 
of $25,000 given by these same organizations for the support of the work of the 
Insurance Institute of America, Inc. 


NEW YORK STATE LEGISLATURE—WILLIAMSON BILL 


In connection with the Williamson bill to fix the dates of holidays, it was the 
unanimous view that the general manager advise the insurance section of the 
New York Board of Trade in response to their inquiry that we do not favor the 
proposal to fix certain holidays so that they will fall on Monday of each year. 
It was the view that any such proposal should be considered on a national rather 
than a State basis. 


COMMITTEE ON INTERPRETATION OF THE NATIONWIDE MARINE DEFINITION 


The general manager was authorized to advise General Manager Harold L. 
Wayne of the Inland Marine Underwriters Association that the question of 
amendment to the marine definition as proposed by that association is a matter 
to be determined by the committee on interpretation; that the national board 
does not feel it should take a position on the question. 


NAIC COMMITTEES—-UNIFORM SURPLUS LINE LAW AND FURNISHING INSURANCE 
ON PLANTS USING RADIOACTIVE MATERIALS 


The officers favored acceptance by the national board of appointment to each of 
these committees, with representatives of other segments of the insurance busi- 
ness, and that the chairman of the two special committees of the executive com- 
mittee having these subjects under consideration; namely, special committee on 
direct writing activities of Lloyds and other unlicensed insurers and special com- 
mittee on industrial uses of atomic energy, be requested to designate company 
executives to represent the national board on these two NAIC committees. 


EXCERPT FROM MINUTES OF THE COMMITTEE ON LAWS FOR MARCH 2, 1956 


At the suggestion of our Washington representative we prepared a one-page 
summary of the position of the national board and distributed it to members 
of the ways and means committee, with copy to the Association of Casualty & 
Surety Companies. 
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FLOOD INSURANCE BILLS 


House hearings started on these bills. General counsel stated the hearings 
which he attended went very well. Mr. Herd testified for the national board and 
American Insurance Association and he was followed by Mr. Yount of the mutuals 
and Chase Smith for the U.S. Chamber of Commerce. 


STATE MATTERS 
Fire marshal laws 


There seems to be divided sentiment in the business on the desirability of fire 
marshal laws. Such laws are being proposed in Arizona and Alaska and general 
counsel requested instructions as to position he should take. After discussion, it 
was the sense of the meeting that in order to arrive at a policy with reference 
to such bills the question be referred to committees of the national board which 
work with fire marshal departments, i.e., fire prevention, incendiarism and arson, 
and adjustments. 


New York—Legislation 


There have been no new developments on the legislative program of the New 
York Department—no bills have been introduced and no hearings have been held. 


New York—Examinations 


Clay Johnson, representing the national board, and Ray Murphy, representing 
the Association of Casualty & Surety Companies, discussed with Superintendent 
Holz the possibility of amending the examination provision to permit exami- 
nations of multiple-line groups to be made at intervals less frequent than 3 years. 
The suggestion was also made for an amendment which would give the superin- 
tendent discretionary power to conduct examinations not less frequently than 
every 4 years in the case of both fire and casualty companies; and to accept an 
audit by a reputable firm of certified public accountants in lieu of a departmental 
examination. The superintendent expressed the belief that we were better off 
to live under the law as it presently exists—that if the question were raised with 
the legislature we might get something worse. 


LEGISLATION 


Legislation in the various states was reviewed by general counsel. 

Mississippi: A tax bill providing for 10 percent tax failed and in Georgia 
legislation providing for a State fund also failed. 

The agents’ qualification bill is still in embryo stage. General counsel talked 
with a representative of the State board of education and suggested amending 
language to the agents. 


West Virginia 


The Attorney General of West Virginia sometime back rendered an opinion that 
insurance companies were subject to the general corporation tax on foreign corpo- 
rations. Our companies were called on to pay this tax. We were authorized to 
litigate the question. All branches of the business joined in the litigation which 
resulted in a decision in favor of the companies. Legislation has now been 
passed specifically including insurance companies under the act—the amount of 
the tax running from $250 to $5,000 to be calculated upon the capital stock or 
unassigned surplus of the company, whichever is greater. The tax is not payable 
until July. Decision as to course to be followed was deferred to a future meeting 


to allow time for study of the impact of the tax on members of the national board 
and on other branches of the business. 


CALIFORNIA——-ANTITRUST INVESTIGATION 


Advices from San Francisco indicate that some companies will probably have 
a visit in their San Francisco offices from agents of the FBI. 


NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 


The chairman of the laws and legislation committee of the NAIC has appointed 
a subcommittee from the commissioners and a committee from the insurance 
industry to study surplus line legislation and the desirability of adopting a uni- 
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form surplus line law—the industry committee being composed of the following 
organizations: 

Association of Casualty & Surety Companies. 

American Mutual Alliance. 

National Board of Fire Underwriters. 

National Association of Independent Insurers. 

National Association of Insurance Agents. 

National Association of Insurance Brokers. 

A subcommittee of our executive committee has this matter under study and 

general counsel expressed the hope their study would proceed with all due speed, 
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VIRGINIA 


General counsel referred to a bill introduced by the Agents’ Association in 
Virginia, which goes beyond the surplus line law. It provides that a licensed 
agent can place marine business with an unlicensed company. There is no 
requirement that there be a demonstrated shortage of admitted capacity before 
using nonadmitted insurers. Local counsel is opposing this legislation and will 
continue to do so, although there is every indication that it will pass. 


Excerpts FroM MINUTES OF THE EXECUTIVE COMMITTEE FOR MARCH 1, 1956 
REPORT OF OFFICERS CONFERENCE 


President Herd stated that a meeting of the officers conference had been held 
the evening before and he asked the concurrence of the executive committee in 
the following items: 


Constitution and bylaws—Amendments 


Upon recommendation of the officers, the executive committee approved in 
principle an amendment to the constitution to provide for one or more vice 
presidents. An amendment to restrict membership in the national board of Fire 
Underwriters to capital stock insurance companies that are not members of a 
competing trade association was referred to counsel for drafting and submission 
to the executive committee before being approved in principle. It was under- 
stood that specific amendments will be drafted by general counsel for presenta- 
tion to the next meeting of the executive committee, preparatory to submitting 
them, if approved, to the membership for adoption at the annual meeting in 
May 1956. 


Report or SpecraAL COMMITTEE ON STANDARD Fire INSURANCE Poticy 


To the Brecutive Committee of the National Board of Fire Underwriters: 


Since the last report the membership has been informed of the elimination of 
the following: 

The necessity of imprinting the total insurance provision on the policy 
used in Louisiana. 

The special overprint with respert to inclusion of the rate and survey notice 
formerly required on the policy used in Hawaii. 

To comply with a request from Insurance Commissioner Knowlton of New 
Hampshire, the New Hampshire standard form of fire insurance policy has been 
redesigned to take advantage of the one write principle. 

L. PETERSON, 
Chairman, Special Committee on Standard Fire Insurance Policy. 





Excerpt From REporT oF ACTUARIAL BUREAU TO EXECUTIVE COMMITTEE 
ON Marou 1 


The actuarial bureau committee met on Tuesday, February 14, 1956, and the 
concurrence of the executive committee is requested in the following action: 


STATISTICAL AGENT FOR HOMEMAKERS’ POLICIES 


It is recommended that the actuarial bureau of the National Board of Fire 
Underwriters serve as statistical agent for the compliance of underwriting 
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experience on homeowners’ single premium policies in accordance with the uni- 
form statistical plan that has been developed in cooperation with the interested 
segments of the business. This statistical plan provides for the reporting of such 
experience for statistical purposes on the basis of indivisible premium as to major 
peril or line of business with detailed subdivision as to size of risk, construction, 
protection, and cause of loss. Copy of plan is attached. 


HOMEOWNERS’ POLICIES 


The subcommittee of the actuarial bureau committee to which was assigned 
the question of the national board’s developing a formula to break down the 
indivisible premiums on homeowners’ policy, voted three to two that this is not a 
proper function of the actuarial bureau. At meeting of February 14 the actuarial 
bureau committee voted, unanimously, to accept the subcommittee’s report. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, March 2, 1596. 
Statistical agent for homeowners’ policies. 


To Member Companies, Actuarial Bureau Subscribers, Boards, and Bureaus and 
Reporting Associations: 


The executive committee of the national board has concurred in a recom- 
mendation of the actuarial bureau committee that the national board serve as 
statistical agent for homeowners’ policies. A uniform statistical plan approved 
by all interested organizations has been drawn up and copy is attached. 

The classified experience for 1955 under the homeowners’ policies will be 
reported in accordance with calls issued by the multiple peril insurance rating 
organization and the interbureau insurance advisory group. The statistical plan 
attached and the operation of the national board insofar as collecting figures 


for homeowners’ business is concerned starts with premiums written and losses 
paid on and after January 1, 1956. 
Very truly yours, 


L. A. VINCENT, 
General Manager. 


ACTUARIAL BUREAU COMMITTEE REPORT TO MARCH 1 MEETING OF BXECUTIVE 
COMMITTEE 


One of the recommendations in this report provides as follows: 


“STATISTICAL AGENT FOR HOMEOWNERS’ POLICIES 


“It is recommended that the Actuarial Bureau of the National Board of Fire 
Underwriters serve as statistical agent for the compilation of underwriting 
experience on homeowners’ single premium policies in accordance with the uni- 
form statistical plan that has been developed in cooperation with the interested 
segments of the business. This statistical plan provides for the reporting of 
such experience for statistical purposes on the basis of indivisible premium as 
to major peril or line of business with detailed subdivision as to size of risk, 
construction, protection, and cause of loss. Copy of plan is attached.” 

In reviewing a copy of the plan referred to above, item 7 thereof provides as 
follows: 


“PREMIUMS 


“The premium reported shall be the entire premium entered on the books of 
the company during the calendar year. Three- and five-year installment policies 
may be entered, at the company’s option, either: 

“(1) as 3- or 5-year term policies, as the case may be; or 

“(2) by reporting premium for each installment in the experience for the 
puics in which the entry for such installment is made on the company’s 
ooks. 


“For companies using method 1, the premium must be segregated as between 
3- and 5-year business. 

“For companies using method 2, premiums must be segregated into three 
groups: (a@) Prepaid business (3-year coverage), (b) prepaid business (5-year 
coverage), and (c) installment business (1-year coverage).” 

47932—60—pt. 7-3 
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The premium section of the plan is an attempt to develop more accurate statis. 
tics on homeowners’ A, B, and C policies, as advocated by Mr. McCullough. Jt 
recognizes that companies reporting to the actuarial bureau, including the Insur. 
ance Co. of North America, do not record such installment business on a uniform 
basis, and seek sufficient information to permit such adjustments as may be 
necessary to the reported figures to make the composite experience more accurate, 

I talked with Mr. Finnegan about the reason leading up to the adoption of 
this provision and he stated that all interested parties were agreeable to this 
approach. I suggested that the major portion of installment business was 
reported by companies in the manner in which they recorded it on their books, and 
no attempt was made to readjust such figures to account for the differences in 
methods used by companies in recording such business. He readily acknoledged 
the fact that this was true and that an inconsistency existed between instructions 
for reporting homeowner’s policies written on an installment basis and reporting 
of all other policies written on an installment basis. 

Mr. Finnegan was not aware that the national board had taken any position on 
the recording and reporting of installment term business. 

I should also like to point out that item 3 of the statistical plan on homeowners’ 
policies covering “recording of experience” states: “Companies may use any 
procedure for recording of experience, including any type of record form conven- 
ient to their statistical or accounting procedure and codes other than those set 
forth in this plan provided that experience can be compiled within the required 
time and in accordance with the requirements for reporting of experience set 
forth herein.” 

I mention this because if any change is made in item 7, some modification of 
the wording in item 3 might be desired. 
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MINUTES OF THE MEETING OF THE SUBCOMMITTEE OF THE SPECIAL COMMITTEE ON 
STATISTICAL Data HELD IN THE Boarp Room, 85 JOHN STREET, NEw York, 
MARCH 7, 1956, AT 11 A.M. 


Present: Mr. Philip 8S. Brown (chairman) and Messrs. Sidney E. Adams 
(representing Mr. John R. Barry), J. H. Donovan (representing Mr. Charles 
P. Jervey), and H. Clay Johnson, as chairman of the parent committee. 

Mr. J. G. Niederlitz was neither present nor represented. 

Those present of the national board staff were Messrs. R. E. Hughes and 
J.H. Finnegan. Dr. Finnegan acted as secretary of the meeting. 

After considering summary of tabulations showing the effect of combining 
premiums and losses for all lines reported to the actuarial bureau and after 
giving consideration to the question that the general approach was in conflict 
with the laws of a number of States, the consensus developed that the combining 
of perils is not practical. 

Discussion developed, however, that the general plan for spreading catastrophe 
losses among other States was also impractical and attention turned to the 
thought that the catastrophe losses for any given peril should be spread over 
the losses for that peril for a number of years. A 10-year period for extended 
coverage losses was mentioned as a possibility, subject to examination of addi- 
tional data which the staff is to develop. 

It was the view of the committee that the period for spreading earthquake 
experience should probably be longer than that for extended coverage and that 
separate consideration be given to that question. 

J. H. FINNEGAN, 
Acting Secretary. 


MINUTES OF THE MEETING OF TNE SUBCOMMITTEE ON STATISTICAL DaTA, HELD IN 
THE BoarRD ROOM OF THE NATIONAL BOARD OF FIRE UNDERWRITERS, 85 JOHN 
STREET, NEW YORK, N.Y., ON TUESDAY, OCTOBER 15, 1957, AT 2 P.M. 


Present: Messrs. Philip S. Brown (chairman), J. R. Barry, J. M. Donovan, 
and J. G. Niederlitz. 

Staff members present included Messrs. L. A. Vincent, J. H. Finnegan, and 
J. R. Barry, who was in attendance for a short time. Dr. Finnegan acted as 
secretary of the meeting. 

Minutes of the last meeting held March 7, 1956, were read and accepted. 














THE INSURANCE INDUSTRY 3831 


opened with a general discussion of the underwriting profit formula 
eed be the National Association of Insurance Commissioners at Seattle 
in 1949, after which it was the consensus that the definition of “a catastrophe, 
except as it applies to fire, had not been settled. 

It was also the consensus that the NAIC profit formula makes it clear that the 
rate of return should be 6 percent, subject to a plus or minus variation of 2 
percent, and that the 6 percent includes catastrophe losses. 

Upon hearing report of correspondence with the Insurance Departments of 
North Dakota and Rhode Island, there was no question but that the statistical 
data on catastrophes when requested should be supplied. It was the unanimous 
view, however, that with the question of catastrophe loading before a court in 
Wisconsin, no attempt be made by the business to comment on the adequacy of 

-percent factor. 
ee recognized that the spreading of losses mentioned by the Rhode Island 
department was a practice which had never gone into effect and that unless the 
principle of applying the spread were accepted generally, the purpose of the 
underwriting profit formula would not be carried out. 

It was also the view of the committee that it would be inadvisable to encour- 
age the application of the profit formula until the matter of apportioning catas- 
trophe losses had been settled. Inter-Regional Insurance Conference is to be 
advised that studies are continuing on this phase of the problem. In this con- 
nection it appeared reasonable to proceed on the basis that recovery of losses 
within any given State should be expected from the State of occurrence but that 
catastrophe losses might well be spread and made part of the loss totals for future 
years. This matter is to be investigated further by the staff. 


J. H. FINNEGAN, 
Acting Secretary. 


MINUTES OF THE MEETING OF THE SUBCOMMITTEE ON STATISTICAL Data, HELD IN 


THE BoarD ROOM OF THE NATIONAL Boarp oF Fire UNDERWRITERS, NEw YORK, 
N.Y., on THurRsDAY, JULY 17, 1958, aT 11 a.m. 


Present: Messrs. Philip S. Brown (chairman), John A. Grogan, representing 
Mr. J. R. Barry, and J. G. Niederlitz. 

Staff members present included Messrs. L. A. Vincent and J. H. Finnegan. 
Dr. Finnegan acted as secretary of the meeting. 

The reading of the minutes of the last meeting, held October 15, 1957, was 
dispensed with. 

After study of staff computations illustrating a method of apportioning 
extended coverage catastrophe losses within the State of occurrence, approval 
of the general procedure was given by all those present. 

The procedure contemplates a spreading of the catastrophe loss payments 
within the State of occurrence over future years with the number of years being 
determined by the period over which catastrophe losses can be absorbed. 

Should losses in any given State during the period when deferred catastrophe 
payments are outstanding fall below a minimum, the procedure calls for including 
enough of the deferred payments to raise the loss ratio to the minimum agreed 
upon. 

It is the recommendation of this subcommittee that the method considered 
be supplied to Inter-Regional Insurance Conference for study purposes with 
the request that no recommendations be made to departments, bureaus, or other 
offices until report has been made to the full committee on statistical data and 
upon review by the national board law and executive committees, as amendment 
of the underwriting profit formula may be involved. 

The committee also recommended that Inter-Regional be advised that the 
percentages shown in the national board worksheets were chosen merely as 
ee with no implication that those are the percentages which should be 


‘ere being no further business, the meeting, upon motion, was adjourned at 
315 p.m. 
J. H. FINNEGAN, 
Acting Secretary. 
P.S.—After meeting ended, Mr. Barry, who did not attend but who was 


represented by Mr. Grogan, phoned to say that he was opposed to the study as 
well as to any other action being taken at this time. 
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Makzcu 9, 1956. 
Re nuclear energy insurance syndicate, capital stock property insurance 
companies. 
To capital stock property insurance companies. 

GENTLEMEN: In December of 1955 we addressed 366 capital stock property 
insurers extending an invitation to participate in a proposed “syndicate” type 
of facility to provide physical damage insurance for nuclear energy reactor 
installations. 

As explained in our original letter, the “syndicate” approach was developed 
to afford all eligible stock companies an opportunity to participate and through 
this participation assure in behalf of our industry maximum underwriting 
capacity in a normal manner for those engaged in the peacetime uses ang 
operation of nuclear reactors. 

The inital tentative commitment totaling slightly in excess of $36 million is 
encouraging and demonstrates that the capital stock insurance business is 
approaching this important problem objectively. Nevertheless, committees of 
the American Insurance Association, the National Board of Fire Underwriters 
and the Factory Insurance Association all agree that it would be desirable to 
increase the net capacity for all domestic insurers and domestic reinsurers to 
not less than $45 million for any single nuclear powerplant installation. On 
the basis of this amount, we would then arrange [invite] [Lloyds of London to 
provide] reinsurance outside this “syndicate” on a quota-share basis [in the 
amount of $30 million]. Our goal, therefore, is a total underwriting capacity 
of $75 million available through the “syndicate” being 60 percent retained ip 
domestic capital stock companies augmented by 40 percent [Lloyds] reinsurance, 

It is felt by those working with this problem that an underwriting capacity 
of not less than $75 million for physical damage property insurance will be 
adequate for the largest nuclear energy power plant installations presently 
under consideration or to be erected in the foreseeable future. 

In the light of the foregoing objective, we invite you to reconsider your 
original commitment in the hope that our present total can be increased approxi- 
mately 25 percent. This is an average percentage increase desired and it will 
be necessary for some companies to exceed this figure if we are to attain our 
goal. 

Believing that the responses of other companies might be helpful as a guide 
in reconsidering your participation, we have secured permission to disclose 
the following original tentative commitments which have been made: 


American Fore Insurance Group_._._..--.-__-_-_..~--~--.---.-._. $4, 000, 000 
FEGUNG MPERTODCO) GR ja ne mh os teks meet ek 2, 500, 000 
peerteed « Gran. ......—~.14so ms egeds-iis di ewe 2 
Regal-liéverpool, Insurance Group. —.-—+44-.-.-.4-5 ese 1 
St. Paul Fire & Marine Insurance Group_-___----------------_-___ 3 
Pheonix -Canpoestinnt | G@n0up asc) ocknts oink es le lk 
aes AORN RI Fs iii cies etd aticni ceeding cde 
atshets -SRTERCS 1 GUO Dk 6 ik iti tt titi lees etttbtedees 
United States Fidelity & Guarantee Co___-___-----____--____----___ 
I a sciences cp nn nS ts anf 
Giese alia Gene Gretpisi sc oad ee ec. 
URS ORS ENON yc ttt nda sabes dn diiiajneecd lewd 
New Hampshire Fire Insurance Group____---------------------~-- 
London & Lancashire Insurance Co., Ltd_.._----_----__-_-------- 
Temi aaneranes! Groton. 22 oes) ee eh nd 
Northwestern National Insurance Co_.~--.-..-.....--.-..----~--- 
Gnth ceivesies Oeminbey soto 35s) oe a oe 
Providence Washington Insurance Co__..--------_-----.-...------- 
Ge piomiantetperiemis Groups. 226 sek tin ctttidis ~ ees 
Birmingham Fire Insurance Co. of Alabama_-_.------_--___------- 
Firemen’s Insurance Co. of D.C. & Georgetown___-_-_-.___. ____--- 
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Responses to our original invitation indicate that a commitment of $22,500 
or 0.05 percent will probably have to be established as a minimum for any par- 
ticipant. 

In conclusion, we wish again to emphasize the importance we attach to the 
opportunity afforded [by the Atomic Energy Commission] capital stock insurance 
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to provide [in a normal manner] insurance for those engaged in the peacetime 
operation of nuclear energy reactor installations. 

Your reconsideration and, if possible, augmented tentative commitment on 
a net basis clear of any reinsurance, as early as possible, and in any event prior 
to April 1, 1956, will be appreciated. 

Yours very truly, 
J. Victor Herp, President. 


Special Committee on Industrial Uses of Atomic Bnergy : 


Kenneth B. Black, chairman, president, Home Insurance Co. of New York. 

Frank A. Christensen, chairman of the board, American Fore Insurance 
Group. 

Percy Chubb 2d, president, Federal Insurance Co. 

James C. Hullett, president, Hartford Fire Insurance Co. 

Clarke Smith, U.S. manager and general attorney, Royal-Liverpool Insurance 
Group. 

H. W. Miller, ex officio, U.S. manager, Commercial Union-Ocean Group. 


P.S.—Enclosed is form letter, in duplicate, which you may wish to use in 
making reply. 


MINUTES OF MEETING OF SPECIAL COMMITTEE ON INDUSTRIAL USES OF ATOMIC 
Enercy HELD IN THE OFFICES OF THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
85 Jonn Street, NEw York City, Frrpay, MAgcH 9, 1956, aT 11 a.m. 


Present: Mr. K. E. Black, chairman, and Messrs. J. V. Herd (representing 
F. A. Christensen), H. Clay Johnson (representing Clarke Smith), R. A. Lange 
(representing J. C. Hullett), H. W. Miller and William H. Berry, chairman of 
the atomic energy committee of the Factory Insurance Association. 

The following were also present: Messrs. Felix Hargrett, member of the 
Polley subcommittee; General Counsel J. R. Berry; and Research Director 
Mathew M. Braidech. 

Percy Chubb 2d was absent. 


PARTICIPATION AGREEMENT FORM 


The chairman expressed the feeling that we should proceed with the drafting 
of the participation agreement for the proposed “syndicate.” With committee 
concurrence, General Counsel Berry was instructed to proceed with outside 
counsel in the drafting of an acceptable agreement form. The possibility of a 
single, common agreement for stock fire and casualty interests was discussed. 
This question and an alternative suggestion, i.e., the use of certain common 
facilities is to be explored by counsel and report made when draft is submitted. 

Mr. Herd suggested that some thought and effort be given to the merging of 
two stock company syndicates (property and liability) under a single caption. 
He was of the opinion that this step would make for a better “show” since the 
public is not familiar with the traditional dual membership that exists. It was 
decided to defer action on this for the present. 


LETTER REPORT TO COMPANIES IN NUCLEAR ENERGY INSURANCE SYNDICATE 


Mr. William Berry submitted (third draft) copies of a proposed letter report 
to capital stock property insurance companies of the nuclear energy insurance 
syndicate. This was reviewed and discussed in some detail. 

General counsel was instructed to obtain the requisite permission to use com- 
pany names and get out this letter with all due speed. 


REINSURANCE 


On the subject of foreign reinsurance, Chairman Black stated that the mutuals 
have already approached the London market and that the chairman of the stock 
casualty group has asked for $30 million; he also expressed the feeling that au- 
thorization for at least a $30 million tieup for stock property insurance should 
be considered for prompt action. The committee authorized using a broker to en- 
gage in conversations looking to the accomplishment of this result. 
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CONSULTATIQN SERVICE OF A NUCLEAR EXPERT 


Chairman Black reported a communication from the American Insurance As. 
sociation relative to the matter of making a broad and critical study of future 
hazard criteria and all aspects of the loss potentials that may be associated with 
atomic energy developments. It was suggested that either the AIA or the nation. 
al board take on the support and direction of this study. At present, the casualty 
group does not appear to favor such an undertaking. Opinion has been relayed 
that there could be only one major reactor accident; all others would promptly 
be shut down, and it could therefore be expected that the potential loss would be 
limited to some one significant figure (around $30 million. Chairman Black said 
that he would contact Chairman Haugh of the stock casualty group about getting 
behind the suggested program. He also strongly urged that the national board 
be given approval to go ahead on such an assignment. The committee concurred 
on the importance of making such a study and supported the proposal. Chairman 
Black and Mr. Herd stressed the importance of having such an impartial study 
and its timeliness in view of the present hearings in Washington. 

Chairman Black advised of the existence of a special study on risk evaluation 
that was conducted by theUniversity of Michigan for the Detroit Edison interests 
which gave a most favorable report on their proposed installation. Mr. Hargrett 
offered the information that at a meeting of the Atomic Industrial Forum’s In. 
surance Committee, held earlier this week, some such report was mentioned and it 
appeared to be available to forum members. It was requested that the national 
board make arrangements,’ through its membership in the AIF, to obtain a copy 
of same for committee use. 


NUCLEAR REACTION EXCLUSION CLAUSE 


The committee next considered the subcommittee’s report on proposed exclusion 
and assumption clause. Chairman Black stated that upon the advice of his 
organization’s law deprtment, the intent and meaning are not adequate. He doeg 
not agree with it because it does not do what was intended and believes 
that it is not properly shaped up as yet. After a general discussion of the 
position of the business with reference to coverage against the peril of peacetime 
nuclear reaction, the committee concluded that a more complete review should 
be had of the subcommittee’s report and recommended that it be referred back to 
the subcommittee with the suggestion that the parent and subcommittees meet 
jointly and give this matter their undivided and concentrated attention at the 
earliest opportunity and, because of the urgency of the matter, as much time as 
needed should be spent until the work is completed. 


COVERAGE RATE PRELIMINARIES 


At the suggestion of the chairman, concurred in by the committee, Mr. William 
Berry’s subcommittee was authorized to go ahead on the development of a rate for 
the coverage contemplated. It was suggested that conversation might be had 
with mutuals. This suggestion was passed over for the present. It was further 
suggested that outside assistance might be obtained and names of rating men 
were discussed. The subcommittee was left with power to obtain outside assist- 
ance of an insurance man skilled in rating and rating procedures. 

Before adjournment, Chairman Black spoke of a communication from Senator 
Anderson, inviting his attendance at the current congressional discussions on in- 
surance in Washington, and that in all probability he would be identified as the 
chairman of the national board’s committee on industrial uses of atomic energy. 
He would therefore be expected to answer some questions on the fire insurance 
business, and expressed a desire to be in a position to state that insurance groups 
have virtually an organized syndicate; that final company agreements are being 
concluded, and that other pertinent matters which will promote insurance cover- 
age for nuclear energy operations are now in process. 


1 See attached sheet for report on status of Atomje Industrial Forum report. 
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Chairman Black stressed the necessity of attending to the following two points 
at an early date: 
(1) What to exclude, and how to and what to assume. 
(2) The rate or price (have something on paper as to “How much the cost’). 
Meeting adjourned at 1: 20 p.m. 
MaTtHEW M. BRAIDECH, 
Acting Secretary. 


SUPPLEMENTAL REPORT BY MATHEW M. BRAIDECH RE TELEPHONE CONVERSATION 
WITH AIF—MONDAY, MARCH 12, 1956 


Communications March 12 with Executive Manager Charles Robbins of 
Atomic Industrial Forum indicate that the only insurance hazard study project 
supported by their organization is at Columbia University, instituted last No- 
yember under the title “Financial Protection Against Atomic Hazards.” A 
preliminary report is to be released tomorrow, March 13, and a copy is being 
mailed to the national board. 

Early last week the full insurance committee of the AIF met and considered 
the release of the above report, along with an authorization to create a project 
on risk appraisal and determination of limits of hazards. A subcommittee 
made up of Haugh, William Berry, Hargrett, and Laughlin, of home, and Kelly 
of mutuals, and others are to steer this work. 

Reference to the Michigan University report was made in the AIF only as 
committee information. The AIF has no such project. It is reported that Dr. 
Henry Gomberg of the university is just setting up a study for Detroit Edison, 
which will attempt to provide an answer to “What can happen to the environ- 
ment in the event of a complete reactor burnup?” Robbins also volunteered 
the information that other power groups are studying problems of meteoro- 
logical dissemination of fission products and water supply contamination and 
various plant location factors, such as population density, exposed values, ete. 


Marcu 12, 1956. 
Re nuclear energy insurance syndicate, capital stock property insurance 
companies. 
To Capital Stock Property Insurance Companies. 


GENTLEMEN: In December of 1955 we addressed 366 capital stock property 
insurers extending an invitation to participate in a proposed syndicate type of 
facility to provide physical damage insurance for nuclear energy reactor 
installations, 

As explained in our original letter, the syndicate approach was developed 
to afford all eligible capital stock companies an opportunity to participate and 
through this participation assure in behalf of our industry maximum under- 
writing capacity in a normal manner for those engaged in the peacetime uses 
and operation of nuclear reactors. 

The initial tentative commitment totaling slightly in excess of $36 million 
is encouraging and demonstrates that the capital stock insurance business is 
approaching this important problem objectively. Nevertheless, committees of 
the American Insurance Association, the National Board of Fire Underwriters, 
and the Factory Insurance Association all agree that it would be desirable to 
increase the net capacity for all domestic insurers and domestic reinsurers to 
not less than $45 million for any single nuclear powerplant installation. On 
the basis of this amount, we would then expect to arrange reinsurance outside 
the syndicate to produce a total underwriting capacity of not less than $75 
million. 

It is felt by those working with this problem that an underwriting capacity 
of not less than $75 million for physical damage property insurance will be 
adequate for the largest nuclear energy powerplant installations presently un- 
der consideration or to be erected in the foreseeable future. 

In the light of the foregoing objective, we invite you to reconsider your origt- 
nal commitment in the hope that our present total can be increased approxi- 
mately 25 percent. This is an average percentage increase desired and it will be 
necessary for some companies to exceed this figure if we are to attain our goal. 

Believing that the responses of some of the companies might be helpful as 
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a guide in reconsidering your participation, we have secured permission to dis. 
close the following original tentative commitments which have already been 
made and which it is hoped may be revised upward in several cases: 


Insurance Co. of North America Group 
I ee i se 
moynr-tavernoo! sineurante Group... _.... ce csienceweeace 
Fidelity-Phenix Fire Insurance Co 
Niagara Fire Insurance Co 
Rg en eS crea as 
Sarr gk Ns RR RIN a i ls cine 
St. Paul Fire & Marine Insurance Group 
Ie A EOE 5 CRI Stic st chien dulnamiemepicnditsimnigihtie Simsbabcivesitenn de 
I il i 
I Sa i 
United States Fidelity & Guaranty Co_.-~.......-.-..._~..-.__.__ 
I i a tina teeta a Sie, 
SECR). LOST AROURDD EIR OTID is cts yicrncsibineiguea sete a dui cienises 
aE  SUUOIRIO: SCOUTS ecient tek aie ian nie bls 
SE TINE, OID in iain 5k ce ote ht eras mncee gel gis see 
New Hampshire Fire Insurance Group__-..---._----_____________ 
London & Lancashire Insurance Co., Ltd..........---_--_--_______ 
NNR GONE IIIIN AO NONNID ae ae estas tutsla nd aepiane hubibaiate ales Bee 
Northwestern National Insurance Co_---..._~--...---------- 
Raa NN 8c ater acad ae nian dies dstanlgnremaiastinchinn cd Shekel a: 
Providence Washington Insurance Co __---~--------------------_ 
OSLOGORIAT TOTROTIAMES -O OUD is sis cites dense ien 
Birmingham Fire Insurance Co. of Alabama-_-___--__-_-_--__---_-_ 
Firemen’s Insurance Co. of District of Columbia and Georgetown___ 


Responses to our original invitation indicate that a commitment of $25,000 
will probably have to be established as a minimum for any participant. 

In conclusion, we wish again to emphasize the importance we attach to the 
opportunity afforded capital stock companies to provide insurance for those 
engaged in the peacetime operation of nuclear energy reactor installations. 

Your reconsideration and, if possible, angmented tentative commitment on e 
net basis clear of any reinsurance, as early as possible, and in any event prior to 
April 1, 1956, will be appreciated. 

Yours very truly, 


gesesuuasae 
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ReENSSER 


—< 


J. Victor Herp, President. 


Special Committee on Industrial Uses of Atomic Energy: 

Kenneth E. Black, chairman, president, Home Insurance Co. of New York 

Frank A. Christensen, chairman of the board, America Fore Insurance 
Group 

Percy Chubb, 2d, president, Federal Insurance Co. 

James C. Hullett, president, Hartford Fire Insurance Co. 

Clarke Smith,U.S. manager and general attorney, Royal-Liverpool Insurance 
Group 

H. W. Miller, ex officio, U.S. manager, Commercial Union-Ocean Group 


P.S.—Enclosed is form letter, in duplicate, which you may wish to use in 
making reply. 
[Please return this copy as promptly as possible] 


Marcu —, 1956. 
Re nuclear energy insurance syndicate capital stock property insurance 
companies. 
NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, N.Y. 
(Attention: Mr. J. Victor Herd, President) 

GENTLEMEN: We have received your letter of March 12, 1956, with further 
reference to the “syndicate” proposed in behalf of capital stock property insur- 
ance companies to provide maximum physical property damage insurance under- 
writing capacity for private nuclear energy reactor installations. 
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The desire of those working with this problem to increase the net capacity in 
pehalf of all domestic insurers and domestic reinsurers from slightly in excess 
of $36 million to not less than $45 million is noted. We have reconsidered our 
original commitment and submit the following: 

$ 
Name of company (s) 
Your advices in due course disclosing further developments will be appre- 


ciated. 
Yours very truly, 


Name of company (s) 


Officer’s signature . Title 
[Use space below for additional comments] 


THE NATIONAL Boarkp oF F1irE UNDERWRITERS, 
New York, March 18, 1956. 
To the subcommittee on industrial uses of atomic energy: Messrs. A. L. Polley, 
chairman; Charles P. Jervey; Feliv Hargrett; H. T. Lewis; L. M. Michel. 


GENTLEMEN: For your information we attach copy of letter dated March 9, 
1956, from Dr. V. L. Parsegian of Rensselaer Polytechnic Institute, together 
with copy of his memorandum and of our memorandum dated February 28, 
1956, to which he makes reply. 

Very truly yours, 
L.. A. VINCENT, General Manager. 


RENSSELAER POLYTECHNIC INSTITUTE, 
Troy, N.Y., March 9, 1956. 
Mr. L. A. VINCENT, 
The National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. VINCENT: Enclosed herewith are my comments on the memorandum 
forwarded with your letter of February 28. I have suggested a number of 
changes which I hope have clarified the phrases. I have tried to keep in mind 
the various types of operations and types of losses that might be pertinent. 

Please let me know if more is needed. 

Cordially yours, 
V. L. PARSEGIAN, 
Chairman, Engineering Group. 


COMMENTS ON THE MEMORANDUM DATED FEBRUARY 28, 1956 


1. (a) The proposed nuclear reaction exclusion clause (should this perhaps 
be referred to as nuclear hazards exclusion claus (?), the purpose of which is 
to clearly exclude coverage for losses resulting from nuclear reaction and of its 
radioactive products, reads as follows: 

“This company shall not be liable for any loss in time of peace or war, directly 
or indirectly caused by or resulting from controlled or uncontrolled nuclear 
reaction, or radiation contamination resulting therefrom.” 

Three questions may be raised: 

(ob) The phrase “radiation contamination” is indefinite. Radiation can 
damage things, but contamination is by radioactive materials. The phrase 
should read more like “ * * * or contamination by radioactive materials * * *”, 
or simply “ * * * or radioactive contamination * * * ”. 

(c) The exclusion appears to be aimed at the nuclear reactor, and is not 
sufficiently clear with reference to other types of nuclear plants, such as the 
radioactive materials separation plants, or other operations that involve nuclear 
radiation and radioactivity without nuclear reaction. 

Also, there will be many nuclear machines of the accelerator type which 
will be used for university research and for industrial processing. Is it not 
intended that hazards from their nuclear radiation also be clearly excluded? 
The high speed particles that make up the radiation beams of these machines 
result from accelerating of the particles, and not usually from nuclear reaction. 











3838 THE INSURANCE INDUSTRY 


(d) For these reasons, a phrase more like the following should be considered: 
“* * * caused by or resulting from controlled or uncontrolled nuclear reaction, 
nuclear radiation, or radioactive contamination.” . 

(e) Suppose a nuclear reactor were to explode and to start a major fire, the 
flames and ordinary heat of which eventually damaged a building. Inclusion of 
phrase “* * * directly or indirectly * * *” would presumably exclude liability 
for such damage. Is that the intent? 

2. (a) A nuclear reaction assumption clause (nuclear “hazards” assumption 
clause?) that would provide insurance against nuclear hazards, but not cover 
the nuclear reactor installations themselves, is proposed containing the following 
phrase “* * * extended to cover loss directly resulting from sudden, unusual 
and faulty operation of a nuclear reactor or from accidental release of nuclear 
energy, including radiation contamination therefrom; * * *”. 

(b) The emphasis on “* * * sudden, unusual, and faulty operation * * *» 
suggests that damage caused by normal operation, such as normal or slow build- 
up of radioactive contamination in the neighborhood of a large reactor, is not 
covered. Is that the intent? How does one obtain coverage against damage 
from nuclear activity which is not sudden, etc.? 

(c) Assuming that the intent is as indicated in (b), should the phrase read, 
“* * * sudden, unusual or faulty * * *”, toclarify the meaning. Also, I am not 
sure that the word “sudden” is particularly significant here. 

(d) If exposure to nuclear radiation is to be included in the coverage, it 
would be well to state so specifically. Also, “radiation contamination” should 
be changed as discussed in 1(b). 

(e) Accordingly, a phrase such as the following might be considered: “* * * 
directly resulting from unusual or faulty operation of a nuclear reactor, or from 
accidental exposure to nuclear energy or to nuclear radiation, including radio- 
active contamination therefrom; * * *”, 

(f) If the intent were to not make the coverage dependent on accident, the 
words “unusual,” “faulty,” “accidental” could presumably be deleted from the 
phrase in (e). 

(g) Would not a simpler phrase than that in (e) be sufficient, and also pick 
up the same hazards that are excluded by the exclusion clause of 1(d), by a 
phrase: “* * * directly resulting from accidental exposure to nuclear energy or 
to nuclear radiation, including radioactive contamination therefrom; * * *”, 

8. (a) In the war risk exclusion clause, the phrase “* * * employing atomic 
fission or radioactive force * * *” is probably not sufficiently exclusive; fusion 
is left out and the phrase “radioactive force” does not carry clear significance. 

A substitute might be considered such as: “* * * employing nuclear reaction, 
nuclear radiation, or radioactive materials * * *”. 





NATIONAL BOARD OF FIRE UNDERWRITERS 
MEMORANDUM 
February 28, 1956. 


The following phraseology is under consideration in connection with affirm- 
ative exclusion from the fire insurance policy and extended coverage endorse- 
ment of the hazards that might result from industrial uses of atomic energy: 


NUCLEAR REACTION EXCLUSION CLAUSE 


“This company shall not be liable for any loss in time of peace or war, directly 
or indirectly caused by or resulting from controlled or uncontrolled nuclear 
reaction, or radiation contamination resulting therefrom.” 

It is the view of the subcommittee that this form would be applicable to both 
the fire policy and the extended coverage endorsement. 

With the idea of providing insurance against such hazards in general but not 
insurance of the nuclear reactor installations themselves, which will be the 
subject of separate study, the following wording is under consideration: 


“NUCLEAR REACTION ASSUMPTION CLAUSE 


“In consideration of $——— additional premium the nuclear reaction exclusion 
clause, if any, attached to this policy is hereby modified to the extent that this 
policy is extended to cover loss directly resulting from sudden, unusual, and 
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faulty operation of a nuclear reactor or from accidental release of nuclear 
energy, including radiation contamination, therefrom; provided, however, that 
nothing in this endorsement shall modify or void lines 11 to 17, inclusive, of the 
policy to which this endorsement is attached or the war risk exclusion clause 
in any endorsement hereon. This endorsement does not increase the amount or 
amounts of insurance provided in the policy to which it is attached. If this 
policy covers on two or more items, the provisions of this endorsement shall 
apply to each item separately.” 

It is the consensus that any such pickup should be made available only in 
connection with a fire policy to which is attached the standard extended coverage 
endorsement which incorporates the war risk exclusion relative to weapons of 
war employing atomic fission or radioactive forces. 

Lines 11-17, inclusive, of the policy (mentioned above) are quoted for ready 
reference as follows: 

“1 Perils not This Company shall not be liable for loss by 

12 included. fire or other perils insured against in this 

13 policy caused, directly or indirectly, by: (a) 

14 enemy attack by armed forces, including action taken by mili- 

15 tary, naval or air forces in resisting an actual or an immediately 
16 inpending enemy attack; (b) invasion; (c) insurrection; (d) 

17 rebellion; (e) revolution; (f) civil war; (g) usurped power; (h)” 

The war risk exclusion clause is quoted as follows: 

“War Risk Exclusion Clause.—This Company shall not be liable for loss from 
any peril or perils included in this endorsement caused directly or indirectly by 
(a) hostile or warlike action in time of peace or war, including action in hinder- 
ing, combating or defending against an actual, impending or expected attack, 
(1) by any government or sovereign power (de jure or de facto), or by any 
authority maintaining or using military, naval or air forces; or (2) by military, 
naval or air forces; or (3) by an agent of any such government, power, authority 
or forces, it being understood that any discharge, explosion or use of any weapon 
of war employing atomic fission or radioactive force shall be conclusively pre- 
sumed to be such a hostile or warlike action by such a government, power, au- 
thority or forces; (b) insurrection, rebellion, revolution, civil war, usurped 
power, or action taken by governmental authority in hindering, combating or 
defending against such an occurrence.” 


L, A. V. 


Marou 13, 1956. 
Mr. KENNETH FE. BLAck, 


Home Insurance Co., 
New York, N.Y. 


Dear Mr. Brack: Attached herewith are two copies of the minutes of the 
meeting of the special committee on industrial uses of atomic energy, held on 
last Friday, March 9. 

Mr. Berry reviewed these records. Please feel free to make whatever changes 
or additions you think necessary. Not expecting to have been named secretary 
pro tempore, I did the best I could with what meager notes I happened to make. 

We shall be pleased to process the corrected report upon your approval of 
same, if you so wish. 

Cordially, 
MATHEW M. BRAIDECH, 
Director of Research. 


MINUTES OF MEETING OF SPECIAL COMMITTEE ON INDUSTRIAL Uses oF ATOMIO 
ENERGY, HELD IN THE OFFICES OF THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
85 JoHN Street, New York City, Fripay, Marcu 9, 1956, 11 a.m. 


Present: Mr. K. E. Black (chairman), and Messrs. J. V. Herd (representing 
F. A. Christensen), H. C. Johnson (representing Slarke Smith), B. A. Lange 
(representing J. C. Hullett), and William H. Berry, chairman of the atomic 
pa committee of the Factory Insurance Association (representing H. W. 

iller). 

The following were also present: Felix Hargrett, member of the Polley sub- 


committee; General Counsel J. BE. Berry; and Research Director Mathew N. 
Braidech. 


Percy Chubb 2d was absent. 
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PARTICIPATION AGREEMENT FORM 


The chairman expressed the feeling that we should proceed with the drafting 
of the participation agreement for the proposed syndicate. With committee 
concurrence, General Counsel Berry was instructed to proceed with outside 
counsel in the drafting of an acceptable agreement form. The possibility of g 
single, common agreement for stock fire and casualty interests was discussed, 
This question and an alternative suggestion, ie., the use of certain common 
facilities is to be explored by counsel and report made when draft is submitted, 

Mr. Herd suggested that some thought and effort be given to the merging of 
two stock company syndicates (property and liability) under a single caption, 
He was of the opinion that this step would make for a better show since the 
public is not familiar with the traditional dual membership that exists. 


LETTER REPORT TO COMPANIES IN NUCLEAR ENERGY INSURANCE SYNDICATE 


Mr. William Berry submitted third draft copies of a proposed letter report 
to capital stock property insurance companies of the nuclear energy insurance 
syndicate. This was reviewed and discussed in some detail. The following 
changes in the text were approved: 


Page 1 
Paragraph 2, line 2: “ * * * all eligible stock companies * * * ” 
Paragraph 3, line 9: “ * * * we would then expect to arrange reinsurance 


outside of this syndicate.” 

Paragraph 3, line 11 (continuing to page 2, first three lines): “Our goal is 
a total underwriting capacity of not less than $75 million available through 
the syndicate. Sixty percent is to be retained in domestic capital stock com- 
panies augmented by 40 percent reinsurance.” 


Page 2 

Paragraph 1, line 2: “ * * * capacity of not less than $75 million * * *” 

Paragraph 2, line 3: “ * * * be increased approximately 25 percent to provide 
an aggregate of $45 million.” 

Paragraph 3, line 3: “ * * * to disclose the following original, tentative com- 
mitueatse * °°” 


Page 3 

Paragraph 1, line 2: “ * * * commitment of $25,000 will probably have to 
be established * * * ” 

Paragraph 2: “In conclusion, we wish again to emphasize the importance we 
attach to the opportunity afforded capital stock insurance to provide insurance 
for those engaged in the peacetime operation of nuclear energy reactor installa- 
tions.” 

General counsel was instructed to obtain the requisite permission to use com- 
pany names and get out this letter with all due speed. 


REINSURANCE 


On the subject of foreign reinsurance, Chairman Black stated that the mu- 
tuals have already approached the London market and that the chairman of the 
stock casualty group had asked for $30 million, and he also expressed the feeling 
that authorization for at least a $30 million tieup for stock property insurers 
should be considered for prompt action. The committee authorized using a 
broker to engage in conversations looking to the accomplishment of this result. 


CONSULTATION SERVICE OF A NUCLEAR EXPERT 


Chairman Black reported a communication from the American Insurance 
Association relative to the matter of making a broad and critical study of future 
hazard criteria and all aspects of the loss potentials that may be associated 
with atomic energy developments. It was suggested that either the AIA or the 
national board take on the support and direction of this study. At present, the 
casualty group does not appear to be cooperative in such an undertaking. Opin- 
ion has been relayed that there could be only one major reactor accident— 
all others would promptly be shut down, and it could therefore be expected that 
the potential loss would be limited to some one significant figure (around $30 
million). Chairman Black said that he would contact Chairman Haugh of the 
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stock casualty group about getting behind the suggested program. He also 
strongly urged that the national board be given approval to go ahead on such 
an assignment. The committee concurred on the importance of making such 
a study and supported the proposal. Chairman Black and Mr. Herd stressed 
the importance of having such an impartial study and its timeliness in view 
of the present hearings in Washington. 

Chairman Black advised of the existence of a special study on risk evalua- 
tion that was conducted by the University of Michigan for the Detroit Edison 
interests which gave a most favorable report on their proposed installation. Mr. 
Hargrett offered the information that at a meeting of the atomic industrial 
forum’s insurance committee, held earlier this week, some such report was 
mentioned and it appeared to be available to forum members. It was requested 
that the national board make arrangements,’ through its membership in the AIF, 
to obtain a copy of same for committee use. 


NUCLEAR REACTION EXCLUSION CLAUSE 


The committe next considered the subcommittee’s report on proposed exclu- 
sion and assumption clause. Chairman Black stated that upon the advice of his 
organization’s law department, the intent and meaning are not adequate. He 
does not agree with it because it does not do what was intended and believed 
that it was not properly shaped up as yet. After a general discussion of the 
position of the business with reference to coverage against the peril of peace: 
time nuclear reaction the committee concluded that a more complete review 
should be had of the subcommittee’s report and recommended that it be referred 
back to the subcommittee with the suggestion that the parent and subcommittees 
meet jointly and give this matter their undivided and concentrated attention 
at the earliest opportunity and, because of the urgency of the matter, as much 
time as needed should be spent until the work is completed. 


COVERAGE RATE PRELIMINARIES 


At the suggestion of the chairman, concurred in by the committee, Mr. 
William Berry’s subcommittee was authorized to go ahead on the development 
of a rate for the coverage contemplated. It was suggested that conversation 
might be had with mutuals. This suggestion was passed over for the present. 
It was further suggested that outside assistance might be obtained and names 
of rating men were discussed. The subcommittee was left with power to obtain 
outside assistance of an insurance man skilled in rating and rating procedures. 

Before adjournment, Chairman Black spoke of a communication from Senator 
Anderson, inviting his attendance at the current congressional discussions 
on insurance in Washington, and that in all probability he would be identified 
as the chairman of the national board’s committee on industrial uses of atomic 
energy. He would therefore be expected to answer some questions on the fire 
insurance business, and expressed a desire to be in a position to state that 
insurance groups have virtually an organized syndicate, that final company 
agreements are being concluded, and that other pertinent matters which will 
promote insurance coverage for nuclear energy Operations are now in process. 

Chairman Black stressed the necessity of attending to the following two 
points at an early date: 

(1) What to exclude, and how to and what to assume, 
(2) The rate or price (Have something on paper as to “How much the 
cost.”’) 

Meeting adjourned at 1: 20 p.m. 

Respectfully submitted. 

MATHEW M. BRAIDECH. 


SUPPLEMENTAL REPORT BY MATHEW M. BRAIDECH RE TELEPHONE CONVERSATION 
WITH AIF, MONDAY, MARCH 12, 1956 


Communications (March 12) with Executive Manager Charles Robbins of 
atomic industrial forms indicate that the only insurance hazard study project 
supported by their organization is at Columbia University, instituted last No- 
vember, under the title, “Financial Protection Against Atomic Hazards.” A 





+See attached sheet for report on status of Atomic Industrial Forum report. 
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preliminary report is to be released tomorrow (March 13) and a copy is being 
mailed to the national board. 

Early last week the full insurance committee of the AIF met and considered 
the release of the above report, along with an authorization to create a project 
on “risk appraisal and determination of limits of hazards”—a subcommittee 
made up of Haugh, William Berry, Hargrett, and Laughlin of Home, and Kelly 
of Mutuals, and others are to steer this work. 

Reference to the Michigan University report was made in the AIF only ag 
committee information. The AIF has no such project. It is reported that Dr. 
Henry Gomberg of the university is just setting up a study for Detroit Edison, 
which will attempt to provide an answer to “What can happen to the environ- 
ment in the event of a complete reactor burnup?’ Robbins also volunteered 
the information that other power groups are studying problems of meterologica] 
dissemination of fission products and water supply contamination and various 
plant location factors, such as population density, exposed values, etc. 


FIREMAN’S FUND INSURANCE Co., 
San Francisco, March 16, 1956, 

Mr. J. RayMonp Berry, 

General Counsel, National Board of Fire Underwriters, 
New York City, N.Y. 

Dear Ray: At the recent Federal Trade Commission Conference in Washing- 
ton, it was evident that the matter of jurisdiction, if and when faced, was not 
limited to the question of appropriate advertising in the accident and health 
field. Therefore, recognizing the importance to the industry, I am enclosing a 
copy of our appellant’s opening brief which was filed yesterday with the US. 
court of appeals, with copies mailed to the Federal Trade Commission. 

Unless the Federal Trade Commission withdraws its citation, our companies 
may well set the pattern for the future regulation of our business. In view 
thereof, I would welcome your comments and suggestions. 

A similar letter and enclosure have been sent to Ray Murphy. 

Sincerely yours, 
JAMES F. Crarts, President. 


THe NATIONAL BoarD oF FIRE UNDERWRITERS, 
New York, March 16, 1956. 


Re nuclear energy insurance syndicate, capital stock property insurance 
companies. 
To: Capital stock property insurance companies. 

GENTLEMEN: Further reference is made to our letters dated December 7, 1955, 
and March 12, 1956. 

So many inquiries have heen received regarding the indicated subscriptions 
of companies not listed in our previous letters that we are now attaching for 
your information a complete list of those companies that submitted a tentative 
commitment in response to our letter dated December 7, 1955. 

Yours very truly, 
J. Victor Herp, President. 


Special committee on industrial uses of atomic energy 


Kenneth E. Black, chairman, president, Home Insurance Co. of New York. 

Frank A. Christensen, chairman of the board, America Fore Insurance 
Group. 

Percy Chubb, 2d, president, Federal Insurance Co. 

James C. Hullett, president, Hartford Fire Insurance Co. 

Clarke Smith, U.S. manager and general attorney, Royal-Liverpool Insur- 
ance Group. 

H. W. Miller, ex officio, U.S. manager, Commercial Union-Ocean Group. 
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Nuclear energy insurance syndicate tentative commitments in response to 
national board letter dated Dec. 7, 1955 


ertmensite & Gurcty GteOPncncnnemnnsssidwidlbdilscdmeiall $500, 000 
—_ PRBETANCS. GLOUP ne sien cmwewwend Sees 750, 000 
Affiliated FM Insurance Co-~~-~-~--~~~-~~~~~~~~--~~----.------ 150, 000 
Agricultural Group-.--~--~---~-~~-~--------~~-----~-~--..-..-.-.... 100, 000 
Sete Tengrance 00......cccncecwcseeneneneneneoncenneessendes 500, 000 
American Automobile Insurance Co_----.------.--------_------ 50, 000 
Detemn Casualty 00... nen tei oelin 500, 000 
sien Enployett........... eens 100, 000 
American Equitable Assurance Co_..--~----._.........-...------ 250, 000 
CD i GSR NNROR ERI OD rece cence csese es cciennisndsmmnmoestanisininledd a teat 25, 000 
enn. General Insurance Oo.........ssid Lelie 50, 000 
NS OUD CUNT iach dcseasaciiinctaescnatsoal didn SATE 150, 000 
a 1 EIN cid Gach aren sccseenereceiniece es tneecntct minha eneintnnnnsing adc La 15, 000 
American Independent Reinsurance Co__..-----..----.-..--___-_- 25, 000 
feebten: Insurance Co... 1, 000, 000 
een Tiborty Tneuranes..00..n cnc ncceweeee built 25, 000 
een: BEOLORIStS. INGUTONCE OO. ee ciresniniomnntnd dle 150, 600 
NT CINCO Oi ii cc cnennninelel SEL 
een, esos ve: Insurance Co... Ween nneenn LS 50, 000 
Meena States. INGErenes COO. icine ce a SU 25, 000 
te: PNR Oi ONE I TOR css cssesrexinenavciomtimrnsicisenitninneinertstiitiimeiany 50, 000 
American Title & Insurance Oo.........2. 22st 25, 000 
American Universal Insurance Co__~-.~-..--.....-.-_._-_________ 100, 000 
Appleton & Cox, Inc., Fire Insurance Group____--_--_-----________ 150, 000 
AeavApeurance Co. Group.......d36 git le es ee 112, 500 
ees =Bhippers... a... blosi al sae) i 90, 000 
Bankers Fire & Marine Insurance Co_._.---_____-____ 25, 000 
Birmingham Fire Insurance Co. (Alabama). --_______--________ 40, 000 
Beenmenes ONC NOG | CR ih cence LL bes 500, 000 
Buckeye Union Fire Insurance Co___._~..._~-______.___- 250, 000 
Peenaneurancs: Oo... oe), Po ak 50, 000 
Coppeneean-Netberiends: Group... cc nnndnll Sosa) 75, 000 
Camden Fire Insurance Association-_......._..__________ 100, 000 
RINE SIMOINIIINO NG sis csscscncinescninccneantesiaessindisciceemi Ie Lt 150, 000 
Ns netscape ecceiaiindiins ea SRNL A ONS 50, 000 
Christiania General Insurance Corp. of New York_____-___________ 50, 000 
eee) Union-Ocean Group... nnn nnlld sols 500, 000 
Copeation Inaurance Co..............88500i2 360 Peet ese 50, 000 
eeeenem . Ieeuranes O6f@... ....ncacccncetennnslinedin) SIE 30, 000 
GD ecetccneecsccmdcunnccnnasnsneaddiidadiilali. shee ie) eee 
I: NO cscs esencrtrienieneremnnin belies Leet Sa 2 500, 000 
Ceeeeenn Tamernmen (oso lle el Sh ee La os 1, 750, 000 
ND II, Coon nescence mansnnisemamant Ee) eel 15, 000 
ee SN Cie... ccsnenasiinchaienenestmniniisial lade SIU TB 1, 000, 000 
SY Fe Oh OI. icenenetemensemenenenenianemensninatiinsaniahicdasnt mallet a 25, 000 
I eel ae 200, 000 
ee ame Ge CORMORIED OG. csr Ae. SL 30, 000 
le 100, 000 
en EE Tc csiniteaasentiesaemenmanineenaiae 100, 000 
I enna aiilitanl lit 50, 000 
Employers Insurance Co. of Alabama_____________..______..__ | 10, 000 
OE ES|\ SEE ENE 25, 000 
I RO cme lel eee 100, 000 
SSS TEER TENE 750, 000 
Peaeral Title & Insurance Corp._......--222-oe0 eee 25, 000 
Fester, Fothergill & Hartung Group____._.._................ 300, 000 
Fidelity-Phenix Fire Insurance Co____..______...........__...___ 1, 250, 000 
Fire Association of Philadelphia Crowns. J) he) i ead 250, 000 
Firemen’s Insurance Co. (Loyalty Group)__-______-_______________ 1, 500, 000 
Firemen’s Insurance Co. of Washington & Georgetown____________ 25, 000 
nn ensemiinnsmnammmasitiiia ii 200, 000 
Fire & Casualty Insurance Co. of Connecticut_...-.-_--_-___---____ 25, 000 
French Union & Universal Insurance Co._..-------__-_-_..____.__ 50, 000 
General Guaranty Insurance Co__._..-.___-_._._-................ 25, 000 


General Insurance Co. of America____-.-.-_---.-.--_............. 750, 000 
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General Security Assurance Corp-.-.....------+.-4-- 665+ ~.- $250,000 
epee Tr NRT Coc rer ciencsnen abit elnalahihin 50, 000 
Ge OS TARNTANGR GTOUD ncn rer wemeciidntitiniinbiitihinnls 300, 000 
ns esinaltbnrilerunnanaanninamnenah pad bieds 1, 000, 000 
Ne OR cacnenparannmmnmnmpannamamnanncb elias 100, 000 
Bani nmienrnernmnanemnnaanmcnde dbp <llistetiteli 50, 000 
te I cern cieresvnnnipenmenmnsinadbabnclphh USE 200, 000 
Co. sennscsnenenupeineniinanignansinandainiansnsnmsicinmnaiitetidsb abel 18, 000 
MOSHER Group .nccccceer cower ewww coe cowwwetee Sticdicesusedseuls 2, 000, 000 
Se I C0. ccnwannecereccnncneommmanathelninibidiinduaunetid 2, 500, 000 
Eame. Eneurance Co. of Hawail, Lid... te ei ek 25, 000 
Se  cmepapenivmeneniiapirabanpmiinall td aabatpl le 15, 000 
Cc esetsenateretasureraenarananananapiniessnerevclpbeibhilshhhs 100, 000 
Insurance Co. of North America Group_---------~~--.~..---~---~~.. 1, 750, 000 
Imter-Ocean Reinsurance Co...................-—------ -- 5 5-+--nne 50, 000 
Beereinte Fire. CARO cenit neabsesdlogiias 40, 000 
apeenen Insurance C0......ncncconcnenccee nested ad ele 25, 000 
eR Se sgninsineninsaninemanaihininnniassttenenmmennctna tensa LAE eae 61 57, 500 
la Petecnelie & Genera)... nnn eee tsb bcswoseise 50, 000 
iemawiite Inaurance C0. nn nibs 20, 000 
ac slsisigi ian eietneinem AA ence oe a ote as 125, 000 
London & Lancashire Insurance Co., Ltd----------------------.--. 200, 000 
Massachusetts Bonding & Insurance Co__-----~~_.----~~-~----- 25, 000 
ON CORBUBIEY CO nn phd bile Beh hi be hin cicrencinchdcnddaies 100, 000 
Merchants Fire Assurance Corp. of New York--~-----.-~---.------__ 150, 000 
Merchants Property Insurance Co. of Indiana___.-___----____..__. 25, 000 
Deeeete Nations Inanrance 00... nnncctteecititindlitditecsdnbw sind 50, 000 
Motrepolitan Wire Assurance —....iiisuii i tae 50, 000 
I orn carerensrannevinascemnsoaaemeicten psp hs lab detoedtubas ch 200, 000 
National Automobile & Casualty Insurance Co__.-----..-------_--.- 50, 000 
National of Hartford & Transcontinental___.__-___--____----_-_--.-. 400, 000 
Metices! Union Insurance Co.'s... wi el 200, 000 
New Hampshire Fire Insurance Group-_-----~~----.-----..--.....- 200, 000 
ee RG, OLGUD., .. nec incincicnntntiindaceismnicmmnicn dhe: 100, 000 
BI, IRONING pe siierins ccna tien comnesin asco an eiputilipnatnialloiennipenah al 1, 000, 000 
FTCA CII a cs se en eh cetacean edhe 500, 000 
Peerteeeer Bemeanrance Corp.....n.<<-necneniesdliciedilad 250, 000 
Northeastern Insurance Co. of Hartford......._-_--_.__-_........- 50, 000 
Dear ees Ch, Ba. 8 nw ern ceecemi inl SULA 75, 000 
Naren. neurenes On, of New York... cue 250, 000 
Northwestern National Insurance Co .~---.--__-~__~---.-..-.-- 100, 000 
Norwich Union Fire Insurance Society, Ltd--._._---_--__-__-..--..-.. 100, 000 
Sennen - CIO A oo no creme ewemlinbetbilise Ul 50, 000 
Dey ODS ANEETRNCe GOL cnn cccn en menseecen ween ness 50, 000 
Ce er bere: INSaTa le 00... ein owen nen odldlindnd 125, 000 
Rn cc ncnash earner icinemivaivenid lk Aedes bls 50, 000 
Gsegoer: Automohile Insurance Co... nnn cnibibiel cece 75, 000 
I on dale ita 102, 000 
anette tienes Edy Gees od mb Aid 102, 000 
nn do ceca ap enunigtppierceemien x eninsaeowecipsnediond aubat eae 250, 000 
Poepiiimierican Group..............~~..... sis biini) aus 200, 000 
ME crim nincnenenneniaaiannlin SOULE 100, 000 
Pee commeriice: Grin. li 800, 000 
I eC einen mee abs EST 200, 000 
Pee Trremee Ge. og co eww eee ol ese es 100, 000 
Pepeeeve fire masurance Co... ...cs«<0000stiii dude ALE 15, 000 
Providence-Washington Insurance Co___--..-...--.---._..-.--__-- 100, 000 
Prudential Insurance Co, of Great Britain.._..._..-_..__.________ 200, 000 
Reinsurance Corp. of New York & National Reinsurance Corp____-_ 50, 000 
Resets vernool Grown. ..ccssicusoal.d.saisuldee Uc. tah caus 1, 250, 000 
TACOS GOOD a occas ciimmnnencemamicmnnestab eu 75, 000 
Se; emis Insurance Groun......«<<~sisenonitiie J eel il 100, 000 
St. Paul Fire & Marine Insurance Co____~_~.-.u-u2- Le 1, 000, 000 
Scottish Union & National Insurance Co____------_-_u_ 125, 000 
Security Insurance Co. of New Haven___-----.-...___________-__- 175, 000 


Se Gan Sas Ge Sn Se Se ee Se Se ee ee OS ee 
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es Gaeiitatiocd Oei, TAG istic nek debt ecntnadn $75,000 
en General Insurance Co.—Atlanta, Ga____.-.-_..__________ 15, 000 
Springfield Fire & Marine Insurance Co_------_--___---_----_____- 500, 000 
Standard Accident Insurance Co_~-_----~-----__-__-____________- 200, 000 
Standard Fire Insurance Co. of New Jersey-----_---_____-_-_--_-- 50, 000 
Standard Insurance Co.—Tulsa, RI hh cited ae , 000 
state Farm Insurance Oo.’8._-..----------------------------.---. 50, 000 
gun Imewranee Office, Ltd..--..-.----~..~~-~~---.~-~-.......... 50, 000 
Swiss Reinsurance Co..-.—.--_-----.---.--~.~...--__._.....-.-. 500, 000 
Switzerland General Insurance Co., Ltd_---~~-------___--____-_--. 50, 000 
Secured Insurance Co. (James H. y peniene’ jeg 20, 000 
Security Imsurance Co. (Huntington, W. Va.)---------_-___-______ 250, 000 
oieutasd Five of Connecticut.................02.........-.-..-... 250, 000 
Ceeette . RUNS RCOO Oi siete w nnd esiend ke 25, 000 
mentee Pine Insurates OO... 222 1, 250, 000 
Trinity Universal Insurance Co__--~~~~.--.-..-~~---~-._-_.-.-... 100, 000 
migiete Insurance 'Oo_...05......~-..- 2-222 25, 000 
Underwriters Insurance Co.—Chicago, Ill---.-----________--______ 50, 000 
Union Insurance Society of Canton, Ltd_...-...----________--____ 100, 000 
Union Reinsurance Co. of Zurich, Switzerland___.______-___________ 50, 000 
United Benefit Fire Insurance Co__-~-----~----___-- 50, OVO 
TREE SR ORE SATIS SRR 168 ME) REELS ET ry MLE ee ET) 10, 000 
nn Bameramee Oe. iad ee 100, 000 
UR Tite & Casualty Co..............-..~...... ... 500, 000 
Wine sugeretiee OOii 2 oui te 75, 000 
ee eee ene taeutaticé Con 2k 100, 000 
Us Gealty C6. 2... st. 25, 000 
CG ce a 50, 000 
Wabash Fire & Casualty Insurance Co__-_--~~----.-- 15, 000 
Western Fire Insurance Co.—Kansas_-__.~....-.--.__.-_-__-_____. 100, 000 
Wraeeare @ lhdemanity Ce... se 10, 000 
NT CIEE TOPE ET! CL GEMELY Ae ee LR 25, 000 
Yorkshire Insurance Co. & Affiliate............--______--________ 50. 000 
I CPD eth le erbilacbessctlcs lean Scetetetaemenatisenis 250, 000 
I MOINS. eS i kU SO sh 50, 000 
ene SROUIGENO® OGG Gite a a i 50, 000 
TUN nN il hati Se SP el 50, 000 
NS his ed bh icc batmemn cain bcrpiginmcpiainadnatclnaie 1, 000, 000 


Marcu 20, 1956. 
Mr. James F. Crarts, 


President, Fireman's Fund Insurance Co., 
San Francisco, Calif. 


Deak JiM: Thanks for your letter of March 16 with brief enclosed. I have 
read the brief and I like it. There are some soft spots in it but I gathered 
counsel is anxious to get this issue determined as quickly as possible and there- 
fore is seeking a complete answer at the court of appeals level rather than 
have the question sent back to the district court. 

Regardless of the so-called soft spots I like the procedure. You are seeking 
an answer from the courts. That’s where the answer is going to be written and 
the sooner the better. I consider all of this business with reference to trade 
practice rules a mistaken and dangerous course. Don’t be surprised if the 
Federal Trade Commission rejects or modifies the current rules proposed by 
the commissioners and the A and H business. If I have the FTC correctly 
figured they will come up with some tighter rules to preserve their claim that 
they are the ones in the driver’s seat ; meanwhile they will try to “soft talk” the 
business into keeping away from the courts, so that a practice of submission to 
the FTC will develop and thus we will have dual regulation—FTC superimposed 
on State—and this accomplished without any court decision. I see in your 
litigation a possibility of avoiding this trap. 

We in this department have been so concerned at the attitude of the life 
people and the A and H people and the vacillating attitude of the insurance 
commissioners that I reported to the laws committee and to the executive 
committee in February as follows: 


47932—60—pt. 74 
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“Opinion 


“In his (general counsel) the action and proposed action of the Federal Trade 
Commission is the assertion of a regulatory power at the Federal level over the 
insurance business. No one at the conference showed any disposition to cha). 
lenge the FTC action. 

“The fact that the present move of FTC is against the accident and health busi. 
ness is of no significance, insofar as the jurisdictional question is concerned, 
If complaints about our advertising were sufficient in number or importance to 
warrant Federal Trade Commission interest, the same steps could be 
against our companies as are now being taken against the accident and health 
companies.” 

Getting back to your litigation and taking up first the general strategy, | 
hope you can keep it in the narrow channel in which you now have it, where 
you and the insurance commissioner of California are working together. I¢ 
possible I hope you discourage the numerous volunteers who will want to climb 
aboard now that the issue has been drawn. A flock of “amicus” briefs won’t 
help and may harm. You have put before the court enough for it to bite into 
this problem if it will. The more you keep the issue narrow and sharp and 
personal to you and your company, the better chance you have of getting a 
sharp, precise answer from the court. Only that way can we get the issue 
clearly joined with the FTC and only that way do I see any real chance of 
escaping dual regulation. 

Turning now to tactics, I think the first point in your argument is the strong. 
est. The effort to show regulation in the States of Missouri, Rhode Island, 
Montana, Mississippi, and the District of Columbia is done as well as I would 
know how to do but the effort to spell out criminal statutes as regulation is 
not convincing to me and U.S. v. Sylvanus (which counsel could not hope to 
pass over) does not help you. However, if the court would come down with 
the answer that the subpena was valid but limited to advertising in those four 
States I would look on it as a great victory for you and for State regulation, 
as we would then have a clear statement of how to oust the FTC. 

On the last point in the brief, i.e., the so-called extraterritorial effect of the 
California statutes, I wonder if the insurance commissioner’s brief could not 
be helpful on that. For years when the mail order companies would not be 
admitted in any State, other than their State of domicile, the insurance com- 
missioners of the other States would privately complain to the commissioner 
of the domiciliary State, pointing out that he, in many cases, had a statute 
which, if he were to enforce, would stop misleading practices by his company 
in outside States. In some instances the home State commissioner has acted 
on the urge of his fellow commissioners. I don’t know of any of these instances 
that became matters of public hearing but it is possible the California Depart- 
ment may have had such proceedings or may know of some such proceedings 
in other States, i.e., where the domestic commissioner forced a company of his 
State to stop misleading advertising by that company in outside States, 

I will be very interested in seeing a copy of the brief which the FTC files in 
your case if your counsel can obtain one for me. If at any time you believe 
I can be of help, don’t hesitate to call on me. 

Sincerely yours, 
J. RayMonp Berry, General Counsel. 





Watters & DONOVAN, 
New York, N.Y., March 21, 1956. 
Re nuclear energy. 


J. RAYMOND Berry, Esq., 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: In accordance with our discussion, this is to enumerate certain 
matters which must be determined on a policy level before preparing a draft 
of constitution for the new association. 

1. When is it contemplated that the syndicate come into being? 

2. What should be its name? 

3. Should its constitution provide broad language with respect to the asso 
ciation’s scope of activity, leaving in the hands of its governing committee the 
more specific definition of coverage to be afforded? 

4. If specific restriction as to the type of coverage is to be incorporated in 
the constitution, it also should specify the kinds of risks to be insured and per- 
haps specifically exclude other types of risks. 


| 
| 
| 
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5. Is the association to collect premiums, less commissions? 

g. Is it to establish and maintain proper reserves? 

7. Is it to invest such reserves? 

8. How is it to function with respect to safety engineering and the settle- 
ment of losses? : 

9. Is there to be an agreement with respect to subrogation? 

10. Is it to be free to cede or accept reinsurance from other groups or individual 
companies? Yes. — 

11. Is it to deal in reinsurance on a basis different from its direct insurance? 


“ Is the same percentage participation basis to apply to all risks written 
during a calendar year? Yes. 

13. What conditions should be attached to withdrawal? 

14. If a continuance policy is contemplated, with annual anniversary date 
for rate purposes, for what period of years should the policy be issued? No 

jnuous policy. 
hat enovisli should apply with respect to risks written in jurisdictions 
in which some members are not licensed to do business? Rely on optional policy. 

16. Is there to be a prohibition of reinsurance applying specifically to partic- 
ipation in any association business? Yes, except 

17. Should voting be on a weighted basis? Yes. 

18. Should this apply to the governing committee as well as to the association? 
*60. In addition to a general manager, should there be any attorneys in fact? 
* How broad should be the powers given to the governing committee? 

21. Should provision be made that a majority will consist of the largest 
participants? Yes. ; } sue. 

292. Should membership on the governing committee be limited to senior 
officers or any officer? Executive officers. 

28. In addition to serving as a coinsurance facility, to what extent is it to 
perform underwriting functions? Advisory functions? Public relations? 

Not all of these questions need be answered in preparing the constitution, but 
it would be most helpful if I could hear a discussion on them, since it could save 
constitution is not as specific as the statement of 11 points mentioned in your 

I might add that the draft of constitution which I have submitted to you would 
appear to be consistent with the outline of a syndicate set forth in the national 
board’s circular letter of December 7, 1955. The sole differences are that the 
constitution is not as specific as the statement of 11 points mentioned in your 
letter. 

Sincerely yours, 


JIM. 


MINUTES OF MEETING OF THE SPECIAL COMMITTEE OF CHIEF EXECUTIVES OF THE 
NATIONAL BoARD OF FIRE UNDERWRITERS, HELD IN THE Boakp Room, 85 JOHN 
STREET, NEw YoRK, ON MARCH 22, 1956, aT 2 P.M. 


Present: Mr. John A. North, chairman, and Messrs. K. B. Black, K. B. Hatch, 
H. W. Miller, Bruno C. Vitt, General Counsel Berry and Special Counsel John 
B. Marsh. 


FIRST ITEM OF BUSINESS 


The chairman referred to correspondence from local counsel in Arkansas and 
West Virginia, with reference to the furnishing of stamping office and auditing 
service to independents and partial subscribers. After discussion, it was the 
unanimous sense of the meeting that the committee recommend against the 
furnishing of such service. 


QUESTIONNAIRE 


The committee then proceeded to consideration of draft of questionnaire, 
which is to be sent to members of the executive committee pursuant to the action 
of the special meeting of the executive committee held on February 7, 1956. 
The questions were reviewed and with minor changes the questionnaire in the 
form attached was approved. 


ADJOURN MENT 


There being no further business to come before the committee, the meeting 
adjourned. 


J. RayMonp Berry, 
Acting Secretary. 
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QUESTIONNAIRE 


In connection with study now being made of insurance rate regulator 
lation, we invite an indication of your preference on each of the following 


With reference to rating organizations, do you prefer— 


).. Peotent igHnmuntey Ty oa ant 
2. Amendment of present all-industry pattern: 

(a) To make clear that subscribership must be co- 
extensive with the jurisdiction of the rating 
bureau to the extent of the subscriber’s writ- 
epee Eee Mec ittict did ins ertnd cebidbtnck< nin her 

(b) To make clear a rating organization and each 
member and subscriber thereof is an inter- 
ested party with a right to be heard on inde- 
pendent filings or filings of other rating organ- 
izations which filings apply to any kind or 
class of risk covered by filings made by the 
first-named rating organization. __________- 

(c) To make clear agents and brokers are interested 
parties with a right to be heard on rate filings 
by any rating organization or independent _ - 

(d) To prohibit membership or subscribership in 
more than one rating organization for the 
same kind or classes of business_______-__-_ 

3. Single rating bureau with mandatory membership by 
all insurers with deviation privilege (so-called North 
AI OMIT hoc tee cae Bras te kets 

4. With reference to indivisible premium policies where 
the coverage extends beyond the current ratemaking 
of existing fire rating organizations: 

(a) A separate rating organization, membership or 
subscribership in which shall not be deemed 
a violation of 2(d) above________________-- 

(b) Identical filings by existing rating organizations 
which are presently making rates for separate 
kinds of insurance, e.g., fire, casualty, inland 
Girne se fo eee ee oe nan 

With reference to deviations, do you prefer— 

. That no deviations be permitted_.............-.---. 

. That deviations be permitted under certain limitations__- 

. That the all-industry deviation section (see schedule A 
SEtAOned) De let, JINCNARIOD nn. 8 wasene-n mee 

. That the all-industry deviation section be amended to 
make clear— 

(a) that deviation can be obtained only after 
deviator has been writing in the State the 
kind of business as to which deviation is 
sought for a reasonable time___....-_.----- 

(b) that deviation may apply to one or more classes. 

(c) that deviation must apply to all classes by— 

(1) uniform percentage_.......-...----- 
(2) different percentages applicable to 
different classes__...........--.-- 

(d) that deviation may be supported by experi- 
ence— 

(1): lopewine; @fis4.s. ce peianugs oo cick nc ees 
(2): QRBONBOWING, OF 2503s ness esse 
(3) both loss and expense experience- --- - - 


- Whe 





Yes 


Yes 


Yes 


Yes 0 


Yes J 


Yes 0 


Yes 0 


Yes [1 
Yes [) 


Yes (] 


¥ legis. 


T.99 . . in lo 
Please check ‘‘Yes’’ or ‘‘No’’ as to each question and subquestion on the cuthaet 


copy and return same to J. Raymond Berry, general counsel. 


No 


No 
No 0 
No Q 


No 


NoQ 


No Q 


No 0 
No (2) 


No 9 


No 
No 0 


No 0 


No 0 
Noo 


oe | 
o ad 


or 
-T 


Wit 








Be E02) 49 


ooo @=O Ce) 





THE INSURANCE INDUSTRY 


% 
S 


With reference to deviations, do you prefer—Continued 
5. That loss experience means— 





(a) experience of the deviator in the State___.._. - YseQ) NoQ 
(b) experience of the deviator in the State and in 

i I I iin nts initia sia aininini Yes(] No 
(c) experience of the deviator in the State and all 

other States in which deviator writes____-__- Yes . No 
(d) experience of all companies in the State________ Yes No (J 
(e) experience of all companies in the State and 

WN nee ae onan ee Yes (] No 
(f) experience of all companies in all States_______- Yes (J No (J 

6. That expense experience means— 

(a) experience of the deviator in the State______-__- Yes (1) No 
(b) experience of the deviator in the State and in 

I oe ee ee ae Yes) No 
(c) experience of the deviator in the State and all 

other States in which deviator writes__-_-___-__ Yes (1) No 
(d) experience of all companies in the State___-____- Yes () No (J 
(e) experience of all companies in the State and 

Sue Re Ge soi has Sa eke ek ck Yes (1) No] 
(f) experience of all companies in all States_______- Yes (] No (J 

Signed 
(Company) 
By 
(Chief executive) 
Marcu 1956. 


Summary of answers to questionnaire to members of executive committee under date of Mar. 23, 1956 





Yes No No 
answer 





4 
3 
2 
i 
4. With reference to indivisible premium policies: 
a eaalabatnicate tics dhes apace eacerga ae chcasoeb cies cnc nenvegagep ine Acaoiaehe 15 12 1 
iit eehe Cdn ian deb bat nh ee aKne sess cee oibachpeghebudt ined 14 ll 3 
With reference to deviations, do you prefer: 

ie ee ie Gevenenems DG PONINNOE oo niin hoo ice Snk ed dle den css Lil sles a 25 3 
2. That deviations be permitted under certain limitations._................. 22 3 3 
3, That all-industry deviation section be left unchanged _-.-_.............-- 5 20 3 

4. That all-industry deviation section be amended to make clear: 
IG piicinaicdteavwcdieuinkisbedéancmaupaatwabusae aie AM tts. Bi 18 7 3 
ES ok ntact SMe. ae end acetal sha. dp nekboxnndhvn tall oates 16 9 3 
(c) ( i en 9 16 3 
Say Spee ORONO O60 goo cncdnnccte cnncndacccuuceebae 7 18 3 
ey ted BA MLS Sash de licag 5. 3.1.33 nist Sek bed bdeE dete daa ead 1 17 10 
I 3 14 ll 
ey Mee aE WHI, C8 5 oss ci nercccguadeseicahsssatbackoueranen 23 2 3 

5. That loss experience means: 

( 10 10 8 
3 19 6 
4 16 8 
8 15 5 
2 18 8 
10 20 8 
6 14 8 
2 19 7 
10 ll 7 
6 15 7 
2 18 8 
2 20 6 





aie teateiesitanipstcersteedncicprtinnmmatentatiaiiialimuaaiiimmtidisinneiialiates at CaaS eee 


NotE.—Some of the above were qualified. The qualifications will be discussed at the meeting. 
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MARCH 23, 1956, 


To: J. Raymond Berry, General Counsel. 
From: W. F. Williams. 
Subject: Anticoercion legislation. 

This comes under the heading of letting you know about something before jt 
happens. I have learned that representatives of the farmers insurance group 
and the State Farm Mutual have been having meetings and discussions wit) 
Mr. Munnell, chairman of the assembly finance and insurance committee. They 
are attempting to lay the groundwork for the serious presentation of a bil] jp 
1957 seeking to take away from the lender his right to pass upon the insuraneg 
company issuing a policy protecting his interest in mortgaged property. 

As you know a slight effort along this line was made in 1955. At that time 
it was directed primarily at the Fletcher interests in San Diego and the Ahmap. 
son interests in Los Angeles. The issue was considerably messed up because 
it wasn’t only the State Farm Mutual and the farmers who resent and fight 
some of the coercive activities of those two interests. The thing is additionally 
complicated by the fact that some savings and loan organizations prepare smal} 
lists of companies acceptable to them. Ordinarily these are the companies 
represented by their captive agent. Last year the agent’s association allied 
itself with the savings and loan people in resisting the proposal. Perhaps it 
would be more accurate to say the agents refused to participate but they let it 
be known that their sympathies were with the lending institutions. It was 
always their coutention that the borrower has a right to buy his insurance 
from his own agent or broker but that the lender has the right to set soma 
reasonable standards as to the insurer. 

Naturally, I do not need to remind you that this ties in with House Bill 12) 
in Arizona and that, to a large degree, all such efforts are directed against our 
member companies. I doubt that these people are going to get too much support 
in their efforts unless they are willing to make a wholesale public issue of it. 

I will keep you posted if I learn anything more. 

W. F. Wirrrams. 


MARCH 27, 1956. 
To: Julia D. Russell. 
From: General Counsel Berry. 
Subject: Report of special committee on industrial uses of atomic energy. 

Mr. Black sees no reason for including the sentence “It is also suggested 
that some thought and effort be given toward merging two stock company 
syndicates.” 

I see no reason for it either. It is in the minutes and will be reported by 
me and outside counsel to the committee at its next meeting. 

The sentence introduces an uncertain element into the report which mitigates 
against acceptance. Therefore I recommend that the sentence be deleted from 
the report, leaving it in the minutes. 

On page 2—under the heading, “Procurement of Consultation Services of 
an Expert Nuclear Physicist’—I suggest the first paragraph, last sentence, 
be rephrased in line with the minutes so that it reads as follows: 

“At present the casualty group does not appear to favor such an undertaking 
but the chairman will endeavor to get their support.” 

J. RayMonp Berry. 


EXCERPTS FROM MINUTES OF THE EXECUTIVE COMMITTEE FOR MARCH 29, 1956 
AMENDMENTS TO CONSTITUTION 


President Herd stated that the officers had recommended the revision in the 
constitution to provide for one or more vice presidents in the event at some 
future date it was felt expedient to have more than one officer in this category. 
Upon motion, duly seconded, it was voted to approve a revision to provide for 
one or more vice presidents for submission to the annual meeting in May. 

A second revision dealing with qualifications for membership, recommended 
by the officers at the last meeting and referred to counsel for study and drafting, 
was upon report of counsel not adopted. 
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COMMITTEE ON LAWS 


The report of this committee was presented by Chairman Loughin, a copy 
being appended. 
Statistical agent for homeowners policies 


Mr. Hugh Garland, representing Mr. J. R. Barry, stated that the executive 
committee by its adoption at the last meeting of the statistical plan for home- 
owners’ A, B, and C policies thereby took a position inconsistent with its action 
on November 23, 1954, in opposing the optional treatment of reserving term 
business. 


THE NATIONAL BoarpD oF FrrE UNDERWRITERS, 
New York, March 29, 1956. 
Report of the Special Committee on Industrial Uses of Atomic Energy. 
Mr. H. W. Miller, 
Chairman, Executive Committee. 
Dear Sir: The special committee on industrial uses of Atomic energy met 
on March 9. The following six items were both considered and acted upon: 


PARTICIPATION AGREEMENT FORM 


Committee concurred with the chairman’s suggestion that the participation 
agreement be provided for the proposed syndicate and instructed the general 
counsel of the national board to proceed with outside counsel in the preparation 
of an acceptable form. The possibility of a single, common agreement for stock 
fire and casualty interests was discussed. This question and an alternative 
suggestion, i.e., the use of certain common facilities, is to be explored by counsel 
and report made when draft is submitted. 


LETTER REPORT TO COMPANIES IN NUCLEAR ENERGY INSURANCE SYNDICATE 


A proposed letter report to capital stock property insurance companies of the 
nuclear energy insurance syndicate was submitted and reviewed in detail. The 
revised letter was prepared and processed for distribution on Monday, March 
12, expressing the desire that the initial tentative commitment, totaling slightly 
more than $36 million, be increased by 25 percent to produce a total underwriting 
capacity of domestic insurors and domestic reinsurors to not less than $45 
million for any single nuclear powerplant installation, and, with outside re- 
insurance, to not less than $75 million. To promote full consideration of individ- 
ual patricipation, the amounts of the original commitments were disclosed. 
It was also indicated that a commitment of $25,000 would probably. have to be 
established“as a ‘minimum for participation. 


FOREIGN REINSURANCE 


On the subject of foreign reinsurance, the chairman stated that the mutual 
and stock casualty groups had already approached the London market, the lat- 
ter group asking for $30 million. The chairman also felt that authorization for 
at least a $30 million tieup for stock property insurors should be considered. 
The committee authorized engagement of a broker to accomplish these aims. 


PROCUREMENT OF CONSULTATION SERVICES OF AN EXPERT NUCLEAR PHYSICIST 


The committee agreed with the suggestion of the American Insurance Associa- 
tion that a broad and critical study of future hazard criteria and all aspects of 
the loss potentials associated with atomic energy developments be carried out. 
This might possibly be undertaken by either the AIC or the national board. 
The chairman urged that the national board be given approval to go ahead on 
such an assignment. At present, the casualty group does not appear to favor 
such an undertaking, but the chairman will endeavor to get their support. 

Existence of special studies on risk evaluation was reported and discussed. 
Further information was to be obtained and the atomic industrial forum was 
to be contacted for a copy of a report on the insurance study project being con- 
ducted at Columbia University under their sponsorship. This was subsequently 


released for publication on March 14 under the title “Preliminary Report on 
Financial Protection Against Atomic Hazards.” 
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NUCLEAR RBEACTION EXCLUSION CLAUSE 


Consideration was given to the subcommittee’s report on the proposed exelp. 
sion and assumption clause. Because the clause, as written, appeared jp. 
adequate, it was felt that it should be referred back to the subcommittee fop 
a more complete review, with the suggestion that the parent committee and the 
ay oe meet jointly to give the wording of this clause serious and full 
study. 


AUTHORIZATION FOR COVERAGE RATE STUDIES FOR NUCLEAR POWER PLANTS 


With concurrence of the committee, the FIA committee, of which Mr. Willian 
Berry is chairman, was authorized to go ahead on the development of a rate 
for the coverage contemplated. The committee was empowered to obtain outside 
assistance of an insurance man skilled in rating and rating procedures. 

The chairman advised the committee he had been invited to appear at the 
current congressional discussions on insurance in Washington and that he 
would most likely be identified as the chairman of the national board’s committee 
on industrial uses of atomic energy. In answering questions which may be 
asked during these procedures, the chairman expressed a desire to be in a 
position to state that insurance groups have virtually an organized syndicate: 
that final company agreements are being concluded, and that other pertinent 
matters which will promote insurance coverage for nuclear energy operations 
are now in process. 

Respectfully submitted. 

KENNETH BE. Biack, Chairman, 


Excerpt FroM MINUTES oF OFFICERS CONFERENCE, MARCH 29, 1956 
AMENDMENTS TO CONSTITUTION 


The officers received proposed amendments that had been developed pursuant 
to discussions at the February 29 meeting to provide (a) for one or more vice 
enter and (b) for clearer qualifications for membership in the national 

rd. 

It was voted to present recommendations to the executive committee for 
consideration and to request general counsel at that time to comment on the 
question of qualifications for membership which is involved in proposal (b) above, 





AMENDMENT PROVIDING FOR Two VICE PRESIDENTS 


Amend the provision of the constitution headed “Officers” to read as follows 
(matter in italic is new): 

“The officers of the Board shall consist of a President, one or more Vice Pres 
idents, Treasurer and Secretary, with the usual powers and duties of such 
officers, to be chosen by ballot at each annual meeting of the Board, and to hold 
office for one year, or until their successors are chosen; and only one represent 
ative from a company shall be eligible to office at the same time. A vacancy 
occasioned by death or resignation of any officer, or by inability of any officer to 
serve, shall be filled by the Executive Committee; the officer so elected to serve 
until the next annual meeting of the Board or until his successor is chosen.” 

Amend the last paragraph under “Executive Committee” to read: 

“There shall be an Officers Conference composed of the President, Vice Pres 
idents, Secretary, Treasurer, ex-Presidents of the Board while remaining officers 
of companies members of the Board, the Chairman of the Executive Committe 
and the General Manager. This Conference shall meet on call of the Presi- 
dent or General Manager to consider such matters as requests for contrib 
tions, donations, membership in other organizations and to confer with mar 


agement on matters requiring attention between meetings of the Executive 
Committee; all action by said Officers Conference to be subject to ratification | 


by the Executive Committee.” 
Amend the first paragraph under “Ex Officio and Honorary Members of the 
Executive Committee” to read: 
“The President and Vice Presidents of the Board shall be ex officio members | 
of the Executive Committee and of all standing committees of the Board.” 
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Amendment “to restrict membership in the National Board of Fire Under- 
writers to capital stock insurance companies that are not members of a competing 
trade organization.” 

Under the heading “Executive Committee” insert a new paragraph between 
the first and second paragraphs to read: 

“The eveoutive committee shall have the power to fiz by regulation the quali- 
fications of @ stock imsurance company for membership or continuation of 
membership in the board.” 

You will note that this language does not specifically provide that membership 
shall be restricted as suggested in the resolution of the executive committee, 
put it provides a power by which membership may be restricted if the executive 
committee so chooses. 

In lieu of amending the constitution, the executive committee could act under 
its general powers “to exercise all necessary powers to promote the purposes of 
the board.” 


THE NATIONAL Boarp oF Fire UNDERWRITERS, 
New York, March 29, 1956. 
Re report of special committee of chief executives. 
Mr. Harry W. MILLER, 
Chairman, Executive Committee, National Board of Fire Underwriters, 
New York, N.Y. 

Dear Mr. MILLER: Our committee met on March 22 and had before it corre- 
spondence from local counsel in Arkansas and West Virginia, with reference to 
the furnishing of stamping office and auditing service to independents and partial 
subscribers. After discussion, it was the unanimous sense of the meeting that 
the committee recommend against the furnishing of such service. 

The committee considered draft of questionnaire, to be sent to members of the 
executive committee pursuant to the action of the special meeting of the executive 
committee held on February 7, 1956. The questions were reviewed and with 
minor changes the questionnaire in the form attached was approved. The 
questionnaire has been sent to members of the executive committee, with the 
request that it be filled out and returned to general counsel at the earliest 
convenience. 

Respectfully submitted. 

JoHN A. Nortu, Chairman. 


Memo From H. A. CouMBE 
MarcH 27, 1956. 
Mr. Brack: Attached is copy of a report which we have prepared for pres- 
entation to the executive committee on Thursday. It has been approved by 
General Counsel Berry. 
Please let us know if you have any suggestions or changes you wish made. 
As is our custom, we will hand you the original copy at the meeting. i" 
. A.C. 


Marcu 29, 1959. 


Re report of the special committee on industrial uses of atomic energy. 
Mr. H. W. Hiller, 
Chairman, Executive Committee. 


Dear Six: The special committee on industrial uses of atomic energy met on 
March 9. The following six items were both considered and acted upon: 


PARTICIPATION AGREEMENT FORM 


Committee concurred with the chairman’s suggestion that the participation 
agreement be provided for the proposed “syndicate” and instructed the general 
counsel of the national board to proceed with outside counsel in the prepara- 
tion of an acceptable form. The possibility of a single, common agreement for 
stock, fire, and casualty interests was discussed. This question and an alterna- 
tive suggestion, i.e., the use of certain common facilities, is to be explored by 
counsel and report made when draft is submitted. 

It is also suggested that some thought and effort be given toward merging two 
stock company syndicates. 











3854 THE INSURANCE INDUSTRY 


LETTER REPORT TO COMPANIES IN NUCLEAR ENERGY INSURANCE SYNDICATE 


Third draft copies of a proposed letter report to capital stock property jp. 
surance companies of the nuclear energy insurance syndicate were submitted 
and reviewed in detail. The revised letter was prepared and processed for 
distribution (on Monday, Mar. 12), expressing the desire that the initial tenta. 
tive commitment, totaling slightly more than $36 million, be increased by 925 
percent to produce a total underwriting capacity of domestic insurors ang 
domestic reinsurors to not less than $45 million for any single nuclear power. 
plant installation, and, with outside reinsurance, to not less than $75 million, 
To promote fuller consideration of individual participation, the letter disc} 
with their permission, the amounts of the original commitments of the 27 leading 
participants. It was also indicated that a commitment of $25,000 would probably 
have to be established as a minimum for participation. 


FOREIGN REINSURANCE 


On the subject of foreign reinsurance, the chairman stated that the mutual 
and stock casualty groups had already approached the London market, the 
latter group asking for $30 million. The chairman also felt that authorization 
for at least $30 million tie-up for stock property insurors, should be considered, 
The committee authorized engagement of a broker to accomplish these aims 


PROCUREMENT OF CONSULTATION’ SERVICES OF AN EXPERT, NUCLEAR PHYSICIST 


The committee agreed with the suggestion of the American Insurance Associa- 
tion that a broad and critical study of future hazard criteria and all aspects of 
the loss potentials associated with atomic energy developments be carried out, 
This might possibly be undertaken by either the AIA or the national board. The 
chairman urged that the national board be given approval to go ahead on such 
an assignment. The casualty group has indicated no interest in a study of this 
kind at the moment, but the chairman will endeaver to get their support. 

Existance of special studies on risk evaluation was reported and discussed, 
Further information was to be obtained and the atomic industrial forum was to 
be contacted for a copy of a report on the insurance study project being conduet- 
ed at Columbia University under their sponsorship. (This was subsequently 
released for publication on March 14 under the title “Preliminary Report on 
Financial Protection Against Atomic Hazards.”’) 


NUCLEAR REACTION EXCLUSION CLAUSE 


Consideration was given to the subcommittee’s report on the proposed exclusion 
and assumption clause. Because the clause, as written, appeared inadequate, 
it was felt that it should be referred back to the subcommittee for a more com- 
plete review, with the suggestion that the parent committee and the subcommittee 
meet jointly to give the wording of this clause serious and full study. 


AUTHORIZATION FOR COVERAGE RATE STUDIES FOR NUCLEAR POWER PLANTS 


With concurrence of the committee, the FIA committee, of which Mr. William 
Perry is chairman, was authorized to go ahead on the development. of a rate 
for the coverage contemplated. The committee was empowered to obtain outside 
assistance of an insurance man skilled in rating and rating procedures. 

The chairman advised the committee he had been invited to appear at the 
current congressional discussions on insurance in Washington and that he would 
most likely be identified as the chairman of the national board’s committee 
on industrial uses of atomic energy. In answering questions which may be 
asked during these proceedings, the chairman expressed a desire to be in @ 
position to state that insurance groups have virtually an organized syndicate; 
that final company agreements are being concluded, and that other pertinent 
matters which will promote insurance coverage for nuclear energy operations 
are now in progress. 


Respectfully submitted. 
KENNETH E. Buack, Chairman. 
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THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, March 29, 1956. 
Re report of the special committee on industrial uses of atomic energy. 
Mr. H. W. MILLER, ‘ 
Chairman, Executive Committee. 
Dear Str: The special committee on industrial uses of atomic energy met 
on March 9. The following six items were both considered and acted upon: 


PARTICIPATION AGREEMENT FORM 


Committee concurred with the chairman’s suggestion that the participation 
agreement be provided for the proposed “syndicate” and instructed the general 
counsel of the national board to proceed with outside counsel in the preparation 
of an acceptable form. The possibility of a single common agreement for stock 
fire and casualty interests was discussed. This question and an alternative 
suggestion, i.e., the use of certain common facilities, is to be explored by counsel 
and report made when draft is submitted. 


LETTER REPORT TO COMPANIES IN NUCLEAR ENERGY INSURANCE SYNDICATE 


A proposed letter report to Capital Stock Property Insurance companies of 
the nuclear energy insurance syndicate was submitted and reviewed in detail. 
The revised letter was prepared and processed for distribution (on Monday, 
March 12), expressing the desire that the initial tentative commitment, totaling 
slightly more than $36 million, be increased by 25 percent to produce a total 
underwriting capacity of domestic insurors and domestic reinsurors to not less 
than $45 million for any single nuclear powerplant installation, and, with out- 
side reinsurance, to not less than $75 million. To promote full consideration of 
individual participation, the amounts of the original commitments were dis- 
closed. It was also indicated that a commitment of $25,000 would probably have 
to be established as a minimum for participation. 


FOREIGN REINSURANCE 


On the subject of foreign reinsurance, the chairman stated that the mutual 
and stock casualty groups had already approached the London market, the 
latter group asking for $30 million. The chairman also felt that authorization 
for at least a $30 million tieup for stock property insurors should be considered. 
The committee authorized engagement of a broker to accomplish these aims. 


PROCUREMENT OF CONSULTATION SERVICES OF AN EXPERT NUCLEAR PHYSICIST 


The committee agreed with the suggestion of the American Insurance Associa- 
tion that a broad and critical study of future hazard criteria and all aspects of 
the loss potentials asseciated with atomic energy developments be carried out. 
This might possibly be undertaken by either the AIA or the national board. The 
chairman urged thet the national board be given approval to go ahead on such 
an assignment. At present, the casualty group does not appear to favor such 
an undertaking, but the chairman will endeavor to get their support. 

Existence of special studies on risk evaluation was reported and discussed. 
Further information was to be obtained and the atomic industrial forum was to 
be contacted for a copy of a report on the insurance study project being conducted 
at Columbia University under their sponsorship. This was subsequently re- 
leased for publication on March 14 under the title “Preliminary Report on 
Financial Protection Against Atomic Hazards.” 


NUCLEAR REACTION EXCLUSION CLAUSE 


Consideration was given to the subcommittee’s report on the proposed ex- 
clusion and assumption clause. Because the clause, as written, appeared inade- 
quate, it was felt that it should be referred back to the subcommittee for a more 
complete review, with the suggestion that the parent committee and the sub- 
committee meet jointly to give the wording of this clause serious and full study. 
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AUTHORIZATION FOR COVERAGE RATE STUDIES FOR NUCLEAR POWERPLANTS 


With concurrence of the committee, the FIA committee, of which Mr. William 
Berry is chairman, was authorized to go ahead on the development of a rate for 
the coverage contemplated. The committee was empowered to obtain outside 
assistance of an insurance man skilled in rating and rating procedures. 

The chairman advised the committee he had been invited to appear at the 
current congressional discussions on insurance in Washington and that 
would most likely be identified as the chairman of the national board’s com. 
mittee on industrial uses of atomic energy. In answering questions which may 
be asked during these proceedings, the chairman expressed a desire to be ip 
a position to state that insurance groups have virtually an organized syndicate. 
that final company agreements are being concluded, and that other pertinent 
matters which will promote insurance coverage for nuclear energy operations 
are now in process. 

Respectfully submitted. 

KENNETH BE. Buack, Chairman. 





EXCERPT FROM MINUTES OF EXECUTIVE COMMITTEE, MARCH 29, 1956 
AMENDMENTS TO CONSTITUTION 


President Herd stated that the officers had recommended the revision in the 
constitution to provide for one or more vice presidents in the event at some 
future date it was felt expedient to have more than one officer in this category, 
Upon motion, duly seconded, it was voted to approve a revision to provide for 
one or more vice presidents for submission to the annual meeting in May. 

A second revision dealing with qualifications for membership, recommended 
by the officers at the last meeting and referred to counsel for study and draft- 
ing, was upon report of counsel not adopted. 


COMMITTEE ON LAWS 


The report of this committee was presented by Chairman Loughin, a copy 
being appended. 


Statistical agent for Homeowners policies 


Mr. Hugh Garland, representing Mr. J. R. Barry, stated that the executive 
committee by its adoption at the last meeting of the statistical plan for Homé- 
owners’ A, B, and © policies thereby took a position inconsistent with its action 
on November 23, 1954, in opposing the optional treatment of reserving term 
business. 


MINvTes oF JoINT MEETING OF THE SPECIAL COMMITTEE ON INDUSTRIAL USES OF 
ATOMIC ENERGY AND ITS SUBCOMMITTEE, HELD IN THE OFFICE OF THE NATIONAL 
Boarp or FrrE UNDERWRITERS, 85 JOHN STREET, NEW YorK, WEDNESDAY, APRIL 
4, 1956, aT 11 a.m. 


Present: From the special committee, Mr. K. E. Black, chairman, and Messrs. 
William H. Berry (representing Mr. F. A. Christensen), Percy Chubb 2d, Roland 
H. Lange (representing Mr. J. C. Hullett), and H. Clay Johnson (representing 
Mr. Clarke Smith); from the subcommittee, Mr. A. L. Polley, chairman, and 
Messrs. Felix Hargrett, H. T. Lewis, and Robert Wareing (representing Mr. 
Charles P. Jervey). 

There were also present Special Counsel J. B. Donovan, General Counsel 
J. Raymond Berry, and Mr. M. M. Braidech of the national board staff. 

Advices of their inability to attend were at hand from Messrs. H. W. Miller 
and L. M. Michel. 


COMMITMENTS TO NUCLEAR ENERGY INSURANCE SYNDICATE 


Mr. William H. Berry, chairman, Factory Insurance Association committee 
on nuclear energy, reported receipt of 108 replies to letters of March 12 and 
16, of which number 52 increased their commitments, 5 decreased their com- 
mitments but this was the result of percentage participation, and 51 showed 
no change. The total commitment as of this date was $38,407,500. 
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CONGRESSIONAL HEARING, INDUSTRIAL USES OF ATOMIC ENERGY 


Chairman Black reported satisfaction with the appearance before the con- 
onal committee studying this matter. He commented on the misuse of 
the term “insurance” in connection with studies by the Congress and pointed 
to the need for clarification in the minds of the public on the difference between 
governmental relief measures and the principle of insurance. He reported his 
conversations with public relations counsel for the national board, Mr. T. J. 
Ross. He invited suggestions from the members of the committee and advised 
that he would report back before any publicity was released. The chairman 
read letters from General Manager Fields of the Atomic Energy Commission 
which expressed appreciation for the work done by the insurance study com- 
mittee in connection with this general subject. 


STUDY OF POTENTIAL HAZARDS 


It was reported that the executive committee of the national board/ at its 
meeting of March 29 concurred in the recommendation of the American Insur- 
ance Association and authorized the undertaking of such study. The chairman 
stated that the Association of Casualty and Surety Companies was not as yet 
interested in undertaking such study but that the natioal board would explore the 
availability of qualified sources, such as universities (the University of Michigan 
and Princeton were mentioned specifically), or some research bureau and would 
report back to this committee. 


NATIONAL ASSOCIATION OF INSUBANCE COMMISSIONERS 


Letter from the chairman of the NAIC laws and legislation committee asking 
for subjects for discussion by its subcommittee studying industrial uses of 
atomic energy was reported. General Counsel Berry was requested to report the 
progress that has been made by the capital stock inerests at the time of the NAIC 
committee meeting. 


SEMINAR JOINT CONGRESSIONAL COMMITTEES ON ATOMIC ENERGY 


Letter from Senator Anderson in appreciation of our participation in the joint 
seminar recently held in Washington and inviting suggestions for a legislative 
program was reported. It was suggested that the American Insurance Associa- 
tion, rather than the associations representing various segments of the business, 
would be in a better position to approach this phase of the subject. Discussion 
developed the view that the current approach in the Congress is favorable to the 
business and does not indicate an invasion of this field since the Government’s 
move is toward indemnification where the requirements exceed the capacity of 
the business. In view of the difference of viewpoints between the casualty 
and the fire interests, it was suggested that Chairman Chubb of the AIA insurance 
study group arrange for a meeting of that group in the immediate future to con- 
sider this subject. 


STANDARD FIRE POLICY—-EXCLUSION AND ASSUMPTION OF NUCLEAR HAZARDS 


Chairman Polley reviewed briefly the work of the subcommittee. There was 
general agreement that the subcommittee has approached the problem properly 
in that it has undertaken the drafting of language designed to accomplish the 
purpose but has not undertaken to recommend the course to be followed in 
effecting the desired results. It was the consensus that the study be continued 
looking toward total exclusion from existing policies and forms with such specific 
provision for assumption as might be determined upon. Comments from Dr. 
V. L. Parsegian of Rensselaer Polytechnic Institute on the phraseology under 
consideration were distributed for review. Discussion was had of situations 
where a nuclear incident is triggered by fire, lightning, or other peril insured 
against, and aiso of an incident in which fire ensues from a nuclear incident. 
: = sega recessed for luncheon at 12:20 p.m. and reconvened at 

:30 p.m. 

It was the consensus that the subcommittee prepare an all-out exclusion and 
then offer possibly two or three suggestions for assumption which can be con- 
sidered by the special committee after review of the exclusion clause. 
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The subcommittee then retired to the conference room and later in the after. 
noon presented the following statement of its charge which was accepted by 
the special committee: 

(a) Provide a method for excluding from fire, inland marine, and auto- 
mobile physical damage policies loss, directly or indirectly, proximately or 
remotely, caused by nuclear reaction, nuclear radiation or radioactive cop. 
tamination, whether controlled or uncontrolled; even though such reaction, 
radiation or contamination may have been caused by or aggravated by any 
peril insured against in the policy or endorsements made part thereof 
except to the extent that insurance against such loss has been specifically 
granted by a nuclear hazards assumption endorsement added to the policy, 

(b) Recommend the extent to which liability excluded in (a) above may 
be assumed without additional premium, and a method of accomplishment, 

(c) Recommend, further, the extent to which liability excluded by par. 
agraph (a) above may be assumed only for an additional premium charge, 
and a method of accomplishment. 

The committee is authorized to obtain whatever legal and technical advice it 
considers necessary in carrying out this assignment. 


PARTICIPATING AGREEMENT FORM 


Draft of the constitution of the Nuclear Energy Property Insurance Associa- 
tion (copies having been distributed to each of the members of the special 
committee), was the next matter before the special committee for discussion, 
In introducing the subject, Special Counsel Donovan stated that although the 
Nuclear Energy Property Insurance Association constitution is not identical 
with the one under consideration for the casualty segment of the business, it 
has been his endeavor to draft these constitutions so as to have as much agree 
ment as possible. Differences between the two result from several points, such 
as, the fact that the property syndicate contemplates operating on an annual 
basis, whereas the casualty association will necessarily hold reserves on behalf 
of its member companies for a considerable period of time. 

It was further brought out that the association would be formed on a non- 
profit basis insofar as the association itself is concerned, but that this does not 
contemplete that the companies members of the association would undertake 
to write this type of business on a nonprofit basis. 

Specific consideration was given to each of the articles and paragraphs of the 
constitution. Comments are as follows: 

Article II, paragraph 1.—Although this section as drawn is broad enough 
to cover general catastrophes or general insurance beyond the insurance on the 
nuclear reactor installations, it was considered necessary to provide a very 
broad basis in order to permit insurance through the association of such plants 
as nuclear fuel processing installations. 

There is no prohibition in the constitution against a member company under- 
writing any atomic risks. Special Counsel Donovan was requested to suggest 
further wording of paragraph 1 to make it clear that the association was en- 
powered to insure operations as well as installations related to nuclear reactors, 

Article II, pargraph 3.—It was noted that the term “premiums * * * due 
to the members” is specifically stated so that it will support the position that the 
association is nonprofit and tax-free. 

Article II, paragraph 4.—The provision that the association will direct the 
investigation, settlement and payment of losses is specifically stated to assure 
centralization of control as contrasted to individual company loss settlements 
on these risks insured through the association. 

Article II, paragraph 5.—This section would permit reinsurance with the mu 
tual syndicate and would also permit reinsuring a member of the association 
on a risk written directly by that company. 

Article IV, paragraph 1.—It was recommended to delete the reference to New 
York as the principal office of the association, leaving that to be determined by 
the executive committee of the National Board of Fire Underwriters when the 
constitution is before that body for consideration. 

Article V, paragrapr 4.—Last sentence to read: “With respect to all policies 
in effect on December 31 the participation of such member shall cease or, a8 
the case may be, be reduced upon the * * *.” 

Article V, paragraph 5.—Special Counsel Donovan will revise this wording 
to provide “With the consent of the governing committee, any participation * * *.” 
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Article V, paragraphs 7(a@) and 7(b).—Special Counsel Donovan will consider 
revision so that the governing committee will have power to act on specific prob- 
Jems that may arise; i.e., in event of expulsion of a member, the issuance of poli- 
cies without that member’s participation during the period of waiting. : 

Article V, paragraph 8.—This paragraph provides for an offer to available, 
licensed members of participation which might exceed their percentage com- 
ay V, paragraph 9.—Delete last two lines on page 6 and first line on page 
7, and reword to provide that exception is only as permitted by the governing 
committee. A suggestion to Special Counsel Donovan indicated wording some- 
what along the following: “The governing committee may make rules applica- 
ble to given situations.” This is intended to take care of existing reinsurances 
that companies may have in effect at the time they become members. 

Article VI, paragraph 2.—Change 75 percent to two-thirds. 

Article VII.—In lieu of an assistant general manager, provide such other 
officers or employees ; and change last sentence of this section to provide for the 
election of a chairman of the governing committee and vice chairman, deleting 
the provision that the general manager would preside. Add to this article pro- 
vision that the chairman is entitled to vote at all times. 

Article VIII, paragraph 1.—Provision that six members of the governing 
committee shall be selected from among the 10 association members having the 
largest percentage participation shall be changed to make the selection of 6 
from the 12 members having largest percentage. ; 

Rules of procedure rather than the constitution should declare the intention 
that no matter pertaining to underwriting or liability of companies will be de- 
cided by only majority vote of governing committee, the intent being that there 
should be substantial unanimity of the committee. 

Article VIII, paragraph 2.—Delete the word “elected.” 

Article VIII, paragraph 4.—The lack of provision for specific constitutional 
committees was intentional in order to leave is to the association to organize as 
may be needed. 

In the second sentence, in lieu of providing that copies of the agenda and min- 
utes be promptly forwarded to members, substitute that a report of each meet- 
ing of the committee shall be promptly forwarded to the membership. 

Article VIII, paragraph 5.—Provide that the alternates shall likewise be an 
executive officer of the company similarly authorized to act for the member on all 
matters coming before the meeting. 

Article VIII, paragraph 7.—Add the provision that no motion shall be carried 
by less than five affirmative votes. 

Article IX, paragraph 1.—Provide for annual meeting in March instead of in 
May. Delete the provision that the general manager shall call a special meeting, 
leaving the provision that request by 10 percent of the membership will be 
sufficient to call a meeting without specifying as to who shall call it. 

Article XI, paragraph 2.—Provide for such reports every 3 months instead of 
every 6 months. 

Article XI, paragraph 3.—Delete the word “reputable.” 

Article XIIT.—In lieu of 75 percent provide for two-thirds and require 30 days 
in lieu of 10 days’ notice of constitutional amendments. 

Article XIV.—There was discussion of the adequacy of this section with specific 
reference to the failure to state that the governing committee would have 
power to assess members to provide for necessary funds at time of dissolution. 


However, in view of the other authority vested in the governing committee, this 
was considered adequate. 


Declaration of participation 


Under the draft before the committee, it was the view that it would be 
necessary to complete arrangements for reinsurance before the companies could 
execute this declaration. It was therefore referred back to Special Counsel 
Donovan to redraft. Suggestions were advanced relative to providing in addition 
to the percentage participation, a net and a gross amount that the company 
would accept. Other suggestions indicated a percentage participation plus 
dollar amount that the company would accept, not to exceed * * * percent re- 
insurance. It was the consensus that the declaration should be drafted with a 
view to having it clearly understood that any company joining would agree to 
4 gross participation including the reinsurance obtained by the association. 
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Clarification is also necessary of the phraseology “no such policy shall afforg 
an amount of insurance in excess of * * *” since the present wording might 
admit to more than one policy being written on a risk or installation thereby 
exceeding the members’ intended participation on a given risk. 

Special Counsel Donovan will have redrafts of the constitution and declaration 
for the consideration of the committee at meeting to be held in the national 
board offices at 2 p.m., Friday, April 6. 


ADJOURN MENT 


There being no further business, the meeting was adjourned at 6:05 p.m. 
L. A. VINCENT, Secretary, 


MINUTES OF MEETING OF SPECIAL COMMITTEE ON EXAMINATIONS BY INSURANCE 
DEPARTMENTS HELD IN BXECUTIVE COMMITTEE ROOM, 12TH FLOOR, 85 Jonny 
STREET AT 11 a.m. ON Aprit 5, 1956 


Present: Mr. John R. Barry, chairman, and Messrs. Archer Smock (repre 
senting D. R. Ackerman), Joseph Murphy (representing F. A. Christensen), 
J. J. Magrath (representing Percy Chubb 2d) and John H. Dillard (representing 
James F’, Crafts). 

Also present: Mr. Hugh Garland of Corroon and Reynolds and Messrs. Lewis 
A. Vincent, J. Raymond Berry, Jack G. McKenzie and Ray E. Hughes of the 
national board staff. Mr. Hughes acted as secretary of the meeting. 

The following were not present or represented: Messrs. William T, Harper, 
John A. North, and W. A. Rattleman. 

The meeting was called to order by Chairman Barry, who briefly reviewed 
developments since the circulation of the first draft of the proposed model 
examination law a few days prior to the last meeting of the NAIC. He then 
called on General Counsel Berry for his comments on the second draft of the 
bill entitled, “Proposed Standard Law Relating to Procedures in Examining the 
Affairs of Insurance Companies.” 

General Counsel Berry suggested the following two items for consideration: 

(1) Provision in the bill for acceptance by other States of a report as to 
financial condition of a company made by a certified public accountant approved 
by the commissioner of the home State. 

(2) An attempt should be made to obtain a consensus of opinion of the business 
on the proposed bill. 

These suggestions met with general acceptance. 

Chairman Barry reviewed the second draft of the bill in detail commenting 
on specific provisions where amendment seemed desirable. After full discussion 
of each of these items it was agreed that General Counsel Berry would raise the 
following points at the April 12th meeting of the commissioner’s subcommittee 
on examination methods, practices, and laws: 

(1) Revise definition of insurer to read “incorporated under the laws of this 
State or admitted to do business in this State.” 

(2) Question the need for provision which permits commissioner to call hear- 
ing on report of examination. 

(3) The company is permitted to ask for a hearing on the “facts and conclu- 
sions” included in the report. The word “recommendations” should also be 
included. 

(4) The hearing officer should be required to make written reports, not oral 
reports. 

(5) Some restriction or limitation should be made of the right of an examiner 
to examine “any other person” in connection with an examination. 

(6) Provision for judicial review of the findings made upon a hearing. 

It was further agreed that we recommend the_addition of a new provision 
requiring that examination expense payments be made directly to the State, in 
line with our previous recommendations already adopted by the NAIC. 

During the general discussion of the subject it was the consensus that the 
proposed law did serve as a forum to bring home the points previously mentioned, 
and that the effectiveness of any such law would depend in each case upon how 
it was administered. 

There being no further business, the meeting adjourned at 12 :30 p.m. 

R. E. HUGHES, 
Acting Secretary. 
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MINUTES OF MEETING OF THE SPECIAL COMMITTEE ON INDUSTRIAL Uses oF ATOMIC 
PNeERGY OF THE NATIONAL Boarp or FIRE UNDERWRITERS, HELD IN THE BOARD 
Room, 85 JoHN Street, NEw YorRK, ON Frrpay, Aprit 6, 1956, ar 2 P.M. 


Present: Mr. K. E. Black, chairman, and Messrs. William H. Berry (repre- 
senting Mr. F. A. Christensen), Percy Chubb 2d, H. Clay Johnson (repre- 
senting Mr. Clarke Smith), and Roland H. Lange (representing Mr. J. C. 
wae were also present Messrs. Felix Hargrett of the Home Insurance Co.; 
H. T. Lewis of the Royal-Liverpool Insurance Group; and Special Counsel J. B. 

ovan. 
ieecal Counsel Donovan reviewed the changes in the constitution as per draft 
amended April 4, 1956, copies of which he distributed at the time of the meeting. 
Changes discussed at meeting of April 4 were incorporated. Comments on spe- 
cially considered items are as follows: 

Article IV, paragraph 1.—It was the unanimous view that the original para- 
graph which would provide for the principal office of the association to be in the 
city of New York, State of New York, be reinstated—the view being that for 
organization purposes, this would be preferable. 

Article V, paragraph 4.—Last sentence to be subdivided by semicolon with 
revision in the fourth-from-the-last line so that the text will read as follows: 
“* * * during the succeeding year; such action shall not discharge (without dis- 
charging) or otherwise affect (affecting) * * *.” 

[Norr.—Italic equals new ; parentheses equals delete.] 

Article V, paragraph 5.—Change third line to read “participation under out- 
standing policies which any other member desires to * * *.” 

Article V, paragraph 9.—In the third line delete the word “specifically”. 

Subsequent discussion of the intent of this paragraph developed the consensus 
that the prohibition against such reinsurance does not apply to intragroup 

ling. 
Particle VIII, paragraph 1.—In the third sentence, in lieu of specified date, 
June 19, 1956, leave the date open, it being understood that rotation of members 
beginning with the first annual meeting after organization may result in the first 
class of governing committee members serving less than 1 full year. 

In the last sentence of this paragraph, restore provision for five members of 
the nominating committee in lieu of the previously suggested three. 

Article VIII, paragraph 4.—In the second sentence, delete the word “summary” 
in reference to the report of each meeting. 

Article VIII, paragraph 5.—Change the last part of the last sentence to read 
that alternates “shall be similarly authorized to act on its behalf.” 

Article VIII, paragraph 7.—In the second line, delete the word “all”. Last 
line to read “be decided by less than five concurring votes”. 

Article IX, paragraph 2.—In the first line add the word “principal” before 
the word “office.” 

Article X.—Additional article captioned “Presiding Officer” approved, and 
renumber succeeding articles. References in these minutes pertain to new 
numbers. 

Article XI.—Add to the end of last sentence the words “during the past fiscal 

ear.” 

Article XIV.—Add to end of first sentence the words “during the preceding 
fiscal year.” 


Declaration of participation 


It was the unanimous view that paragraph (b) be changed to read “In a gross 
amount not exceeding one hundred and seventy-five percent (175%) of such 
net amount, provided that the amount of the difference between said gross and 
net amounts is reinsured * * *.” 

PROCEDURE 


It was the unanimous view that special counsel prepare printed copies of the 
constitution, as reviewed and changed, and that the documents including declara- 
tion of participation form be mailed to the companies to be invited to join the 
association in letter to be sent out on or before April 15 under covering letter to 
be signed by the president of the National Board of Fire Underwriters; and 
further that the organization meeting of the association be held in the New 
York board room, 85 John Street, New York City, in the morning of Friday, May 
25, 1956. The president of the Factory Insurance Association and the chair- 
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man of the FIA Atomic Energy Committee are to be informed cf this action, 
Letter of transmittal will be drafted by Special Counsel Donovan and Mr. 
William H. Berry, chairman of the FIA Atomic Energy Committee. 

It was the consensus that no attempt be made to set forth the manual of pro- 
cedure in the letter of transmittal but that it would be desirable to indicate that 
such matters would properly be for determination by the proposed association, 
Furthermore, it was suggested that mention be made in the letter of transmittaj 
of the further studies relative to nuclear hazards being considered by the na. 
tional board through outside research, and the fact that an atomic consultant 
to be retained by the association is contemplated. 


AMERICAN MANAGEMENT ASSOCIATION MEETING OF MAY 11, 1956 


Mr. William H. Berry, chairman of the Factory Insurance Association Atomic 
Energy Committee, is planning to attend this conference with particular refer. 
ence to the discussion on May 11 relative to the effect of nuclear hazards on 
corporate insurance. 

ADJOURNMENT 


There being no further business, the meeting, upon motion, was adjourned, 
L. A. VINCENT, Secretary, 


OFFICE MEMORANDUM 
APRIL 6, 1956, 
To: J. Raymond Berry, general counsel. 
From: W. F. Williams. 
Subject : Anticoercion legislation—followup to my memo of March 23. 

Since my memo of March 23 I had an opportunity to visit with Assemblyman 
Jesse Unruh who is chairman of the subcommittee of the assembly finance and 
insurance interim committee handling the anticoercion matter. The occasion 
was social and Jesse had become sufficiently festive so that he discussed with 
me conversations he has had with company representatives advocating an amend- 
ment to the anticoercion law. Being a good Democrat, Jesse resents Ahmanson 
in southern California as much as some of the insurance people who have been 
pushed around by him. I am sure you know that the National American is 
Ahmanson’s company and that he is able to direct tremendous amounts of busi- 
ness to it. He collects 45 percent commission on this business so he gets it 
coming and going. 

Jesse tells me that the approach suggested is to increase the basic require- 
ments as to capital and surplus for companies entered or seeking to enter the 
insurance business in California. He said, “If the capital and surplus require 
ments are high enough, why should any lender question a policy written by any 
company which qualifies in California?’ This, Ray, reminds me of your com- 
ments about the Farmers’ concern about rate cutting. When I first went to 
Sacramento I recall vividly that the Farmers were small enough that they 
played the role of the poor, struggling, little guy trying to get along when the 
big bad insurance companies were trying to keep them down. Now of course 
they, along with the State Farm Mutual, are big and they see nothing wrong 
with using a device which would tend to keep new companies from forming in 
California or being admitted to the State. 

This is just a progress report. 

W. F. WILLIAMS. 


COMMERCIAL UNION ASSURANCE Co., L1p., 
U.S. Branou, 
New York, N.Y., April 6, 1956. 
Mr. L. A. VINCENT, 
General Manager, the National Board of Fire Underwriters, 
New York, N.Y. 


Dear Lew: I am sending President Herd’s copy of this private and confidential 
communication to you rather than to his office, knowing that he will be out of 
the city until April 16. 
I do not expect to return until April 23 and I would appreciate your giving 
this letter to President Herd. 
Sincerely yours, 


Harry W. MILLE. 
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COMMERCIAL UNION ASSURANCE Co., Ltp., 
New York, April 6, 1956. 
ces F’. CRAFTS, 
eet Fireman’s Fund Insurance Co., 
San Francisco, Calif. 

Dear Jim : Thank you very much for your letter of April 4. 

We of the executive committee of the national board would be delighted to have 
you attend our meeting which will be held at 11 a.m. on April 26 and have 
the benefit of your views as contained in your letter. 

I tried to contact President Herd but learned that he is out of town until 
April16. Iam sure he joins with me in this invitation to you. 

I have also discussed the subject matter with Lew Vincent and we will endeavor 
to cut down our standing committee reports so that there will be more time for 
you to spend with us. ; 

Also, I am happy that you expect to be at the American Insurance Association 
meeting because at the moment, I expect to be in attendance. Perhaps in Atlantic 
City, you and I can have a little time to have a friendly chat and reminisce a bit. 

Looking forward to seeing you on April 26 and with warm personal regards, 

Cordially and sincerely, 
Harry. 


P.S.—I have board meetings on April 23 and must conduct the annual meeting 
of the Reporting Form Service Office on April 25. However, if you are free on 
April 24, give me a ring. I would be delighted to have lunch with you. 

H. —. 


FIREMAN’S FUND INSURANCE Co., 
San Francisco, Calif., April 4, 1956. 
Mr. Harry W. MILLER, 
General U.S. Attorney, Commercial Union-Ocean Group, 
New York, N.Y. 

Dear Harry: I expect to be in New York the week of April 22 and if you 
will allow me I would like the privilege of presenting to the executive committee 
of the national board a few observations on both the FBI investigation currently 
going on in San Francisco and the developments which have grown out of the 
Federal Trade Commission citation on accident and health advertising in which 
one of our companies is involved. I would have spoken on these matters last 
week but the hour was late and I had an engagement which I could not delay. 

So that you will be informed, my comments will deal with the feeling I have 
that the executives are not fully aware of the seriousness of these two situations. 
In the report by the chairman of the laws committee on the FBI matter, as I 
recall it, the statement was made that the national board was not involved but 
that the individual member companies might expect visits from the FBI. This 
to my way of thinking is a bit naive for I think the national board is definitely 
involved and my proof runs to the fact that the investigators have been very 
careful to take copies of all correspondence on the partial subscribership issue 
and are well aware of the consideration which was given that issue by the 
North committee. 

On the FTC matter, our case which is now before the U.S. Court of Appeals for 
the Ninth Circuit may well turn out to be as important as the SEUA case. In 
brief, we are arguing the cause of State regulation. If we are wrong and the 
Federal Trade Commission has authority then it is entirely possible that our 
operations in the future will be supervised in a different manner. My par- 
ticular reason for wanting to present the situation from my point of view is 
because I want no one saying several years from now that Fireman’s Fund 
instigated the legal procedure which turned the whole course of insurance history 
without the industry having an adequate chance to present its views. If I can 
attend, I expect to also present the FTC matter to the American Insurance Asso- 
ciation meeting at Atlantic City so that no one can ever say that they were not 
fully informed. 

We are not looking for help, and the only reason I bring the subject up at all is 
because I do not think some of our colleagues are aware particularly of the 
FTC subject. 

With kindest personal regards, I am, 

Sincerely yours, 


Jim. 
Jas. EF. CRAFTS. 
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OFFICE MEMORANDUM 
APRIL 9, 1956. 

To: J. Raymond Berry, general counsel. 

From: W. F. Williams. 

Subject: U.S. Senate 3302, same as H.R. 9537—-to extend and amend laws re 
lating to the provision and improvement of housing and the conservation 
and development of urban communities—your memorandum of April 5. 

While none of the Senators on the subcommittee are from the Far Western 

States I assume you would like an opinion on your question since you addresseq 

the memorandum to me as well as Ned Griggs. It would appear to me that if 

there is the slightest possibility that this proposal is really to move in Congress, 
the national board should by all means have some keyman in each of the Sena. 
tors’ home States contact him. So often in these cases the members of the com. 

mittee are not really aware of the implications of a proposal such as section 10 

‘and a word from an interested friend back home is all that is needed to alert 

them. 

W. F. WIrtiams. 


Watters & Donovan, 
New York, N.Y., April 10, 1956. 
Mr. J. Victor HERD, 
King and Prince Hotel, 
St. Simon’s Island, Ga. 


Dear Vic: At the request of Ken Black and Ray Berry, I enclose (a) a draft 
of the letter to be released on Friday, April 13, with respect to the formation 
of the syndicate, and (b) copies of the constitution and declaration of participa- 
tion, as unanimously approved by the Black committee, including Mr. Berry of 
America Fore, and now being printed for distribution. 

It is my understanding that Ray Berry will call you on Thusday to obtain 
your reactions to the letter. 

Trust that you are having a wonderful vacation. 

Sincerely, 
J. B.D. 
Re Nuclear Energy Property Insurance Association. 

GENTLEMEN : This letter is addressed to you as among the capital stock com- 
panies which made tentative commitments in response to our original letter in 
this matter dated December 7, 1955 as supplemented by letters dated December 
13, 1955, December 28, 1955, and March 12, 1956. 


TENTATIVE CAPACITY 


Responses to our letters to date have resulted in tenative commitments which 
should enable the syndicate to afford a net capacity of $40 million per risk 
which, when supplemented by reinsurance, should permit a gross capacity of 
$70 million per risk. It is expected that negotiations will be completed by the 
governing committee of the syndicate upon its formation. 


ORGANIZATION PLANS 


An organization meeting of the syndicate (the Nuclear Energy Property 
Insurance Association) will be held on Friday, May 25, 1956 at 11 a.m. in the 
New York board room on the second floor, 85 John Street, New York, N.Y. You 
are cordially invited to be represented at this meeting. Whether or not you plan 
to be represented at the meeting, we would appreciate your executing the en- 
closed constitution and declaration of participation and forwarding one copy 
of each to the Nuclear Energy Property Insurance Association, care of J. Ray- 
mond Berry, general counsel, National Board of Fire Underwriters, 85 John 
Street, New York, N.Y. The other copy should be retained for your files. 


CONSTITUTION AND DECLARATION 


The constitution and declaration have been approved by the committee of the 
national board listed on page 2 hereof The general counsel of the national board 
cooperated in the undertaking, with Watters & Donovan serving as special 
counsel. 

These documents have been prepared to meet the unique problems which will 
be confronted by the association. Because of the widely dispersed and heteroge- 
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neous nature of the syndicate’s membership, it is necessary that broad discre- 
tionary authority be vested in the governing committee. While the membership 
of that committee will be rotated, it has been believed that the interests of all 
members will be safeguarded by providing that at all times 6 of the 9 members 
will be selected from among the 12 association members having the largest 
percentage of participation in the association. While a quorum may consist of 
five members, nevertheless no action may be taken by the committee except with 
at least five concurring votes and it is anticipated that substantial unanimity of 
opinion among the committee membership will be sought at all times with 
respect to underwriting decisions. ; ea 
The constitution in no wise restricts any member in writing any class of 
association business for its own account. However, all reinsurance of any 
class of association business must be arranged through the association, except 
as the governing committee may prescribe by general rules. It is anticipated 
that one such rule will be that reinsurance may be effected as between members 
of a fleet. 
In other respects, it is believed that these documents are self-explanatory and 
your early execution and transmittal of the same will be appreciated. 
t Yours very truly, 
J. Victor Herp, President. 

In Special Committee on Industrial Uses of Atomic Energy : 

Kenneth BE. Black, chairman, president, Home Insurance Co. of New York 

Frank A. Christensen, chairman of the board, America Fore Insurance Group 

Percy Chubb 2d, president, Federal Insurance Co. 

James C. Hullett, president, Hartford Fire Insurance Co. 

Clarke Smith, U.S. manager and general attorney, Royal-Liverpool Insurance 

Group 
H. W. Miller, ex officio, U.S. manager, Commercial Union-Ocean group 


Re NucLEAR ENERGY PROPERTY INSURANCE ASSOCIATION 


GENTLEMEN: This letter is addressed to you as among the capital stock com- 
panies which made tentative commitments in response to our original letter in 


this matter dated December 7, 1955, as supplemented by letters dated December 
13, 1955, December 28, 1955, and March 12, 1956. 


TENTATIVE CAPACITY 


Responses to our letters to date have resulted in tentative commitments which 
should enable the syndicate to afford a net capacity of $40 million per risk which, 
when supplemented by Lloyds reinsurance, should permit a gross capacity of 
$70 million per risk. It is expected such reinsurance very ultimately will be 
computed by the governing committee of the syndicate upon its formation. 


ORGANIZATIONAL PLANS 


An organization meeting of the syndicate (the Nuclear Energy Property Insur- 
ance Association) will be held on Friday, May 25, 1956, at 11 a.m. in the New 
York board room on the second floor, 85 John Street, New York, N.Y. You 
are cordially invited to be represented at this meeting. Whether or not you plan 
to be represented at the meeting, we would appreciate your executing the enclosed 
constitution and declaration of participation and forwarding one copy of each 
to the Nuclear Energy Property Insurance Association, care of National Board 


of Fire Underwriters, 85 John Street, New York City. The other eopy should 
be retained for your files. ) 


CONSTITUTION AND DECLARATION 


The constitution and declaration have been approved by the committee of the 
National Board which included Kenneth Black, president, Home Insurance Co., 
chairman; Percy Chubb, Roland H. Lange, Hartford Fire Insurance Co.; H. 
Clay Johnson, Royal-Liverpool Group; William Berry, America Fore Insurance 


Group. The National Board of Fire Underwriters cooperated in the undertaking 
by Watters & Donovan as special counsel. 
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These documents have been prepared to meet the unique problems which wij] 
be confronted by the association. Because of the widely dispersed ang 
heterogeneous nature of the syndicate’s membership, it is imperative that broaq 
discretionary authority be vested in the governing committee. While the mem. 
bership of that committee will be rotated, it has been believed that the ip. 
terests of all members will be safeguarded by providing that at all times 6 of 
the 9 members will be selected from among the 12 association members having 
the largest percentage of participation in the association. No action may be 
taken by the committee except with at least five concurring votes and it is antigej- 
pating that substantial unanimity of opinion among the committee membership 
will be sought at all times with respect to underwriting decisions. 

The constitution permits any member to write any class of association busi- 
ness for its own account. All reinsurance of any class of association business 
must be arranged through the association, except as the governing committee 
may prescribe by general rules. It is anticipated that one such rule will be 
that reinsurance may be effected as between members of a fleet. 

In other respects it is believed that these documents are self-explanatory and 
your early execution and transmittal of the same will be appreciated. 

Yours very truly, 





—__—_. 
. 


APRIL 10, 1956, 
AMERICAN MARINE HULL INSURANCE SYNDICATE, 
New York. 
(Attention of Mr. Livingston). 


Deak Mr. Livineston: I hand you herewith syndicate agreement and regu- 
lations of the American Marine Hull Insurance Syndicate which you were good 
enough to permit me reading. Thank you for this opportunity. It was quite 
helpful. 

Yours very truly, 
J. RAYMOND Berry, General Counsel, 


APRIL 13, 1956. 
Re Nuclear Energy Property Insurance Association. 


Mr. WILLIAM H. Berry, 
Secretary, Continental Insurance Co., 
New York, N.Y. 


Dear Mr. Berry: The letter enclosing the constitution, etce., has gone to all 
of the companies on our list with the exception of the following: 
Mr. G. N. Clarkson, secretary, Citizens Home Fire, Newberry, S.C. 
Mr. Elvin G. McCary, chairman of board and president, Capital Fire & 
Casualty Co., Anniston, Ala. 
Mr. Walter L. Hays, president, American Independent Reinsurance (o., 
Orlando, Fla. 
Mr. R. R. Kaplan, president, State Fire & Casualty, Miami, Fla. 
Mr. Roy J. Martin, president, Marquette Casualty Co., New Orleans, La. 
Mr. C. W. Milner, Jr., president, Thomas Jefferson Insurance Co., Louisville, 
Ky. 
Mr. Morris Turetzky, president, Monticello Insurance Co., Nashville, Tenn. 
Mr. E. R. Cook, president, Cotton Belt Insurance, Memphis, Tenn. 
Mr. F. O. Fitting, president, American Premier Insurance, Rochester, Minn. 
Empire Fire & Marine, Omaha, Nebr. 
Mr. J. D. Ringwalt, president, National Fire & Marine, Omaha, Nebr. 
Mr. Kenneth K. Pound, president, Great Southwest Fire Insurance (o., 
Phoenix, Ariz. 
I take the responsibility of delaying writing these companies until the com- 
mittee, or at least the chairman of the committee, can review the situation. 
Will you please take this up with Mr. Herd at his and your earliest con- 
venience? 
Yours very truly, 


J. RayMonp Berry, General Counsel. 
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COMMITTEE ON Laws, APRIL 18, 1956 


NEW JERSEY—AGENTS’ QUALIFICATION BILL 


Negotiations with representatives of the New Jersey agents have resulted in 
one objectionable feature being dropped from the bill, but the troublesome educa- 
tional requirements remains. The insurance commissioner has granted our re- 
quest for an appointment to discuss this matter with him. The casualty business 
has not taken any position on this bill and its was the sense of the meeting that 
general counsel contact the Association of Casualty and Surety Companies, in- 
viting them to join with us in meeting with the commissioner. 


KENTUCKY—PROPOSED INCREASE IN TAXES 


We are opposing a bill which would increase premium taxes from 2 to 2% per- 
cent before the special session of the legislature. We are endeavoring to defeat 
this measure—failing in that we will direct our efforts toward 214 percent. 


FEDERAL MATTERS 
Federal Housing—S.B. 3002 


Memorandum has been filed in opposition to the self-insurance fund provision 
in this bill and the National Association of Insurance Agents have been alerted. 
They also have filed a memorandum in opposition. 

It was the sense of the meeting that counsel contact the NAIA again so this 
matter can be considered and acted upon at the agents’ meeting in Hartford 
next week. 


Flood insurance 


A committee substitute bill has been favorably reported but not given a number 
yet. While this is less objectionable than earlier bills, the definition of flood 
is still not satisfactory and an effort will be made to have this amended. 


FEDERAL TRADE COMMISSION 


General counsel referred to reports he made from time to time to the executive 
and laws committees respecting action of the FTC in connection with the accident 
and health business. Counsel reiterated FTC is asserting a regulatory power 
over the insurance business. Hearings will be held in Washington on April 30 
on FTC trade practice rules. General counsel asked for instructions and was 
told to attend as a spectator. 


ANTITRUST INVESTIGATION—CALIFORNIA 


As a matter of information it was reported that FBI agents appear to have 
concluded their examination of documents and company men on the west coast. 
Whether the investigation will extend to home offices is still uncertain. It will 
probably be a month before any advices will be forthcoming. 


LOUISIANA, APRIL 19, 1956 


Telephone message from Mr. Clarkson (of the National) who was in Loui- 
siana : 

“I talked with Mr. Kelleher—a three-way conversation—Kelleher, Shumacher, 
and Clarkson—over the long-distance telephone to Washington. 

“Retainer for Kelieher has been increased from $3,000 to $5,000 effective May 
1. Both Mr. Kelleher and Mr. Shumacher agree fully with Mr. Berry McIntosh. 
Neither Mr. Kelleher nor Mr. Shumacher have changed their views on the North 
America rate deviation filing, and yesterday our committee voted 8 to 2 that we 
should follow Kelleher’s advice and take no action in ovposition to the filing.” 


Mac, 
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INLAND MARINE UNDERWRITERS ASSOCIATION, 
New York, April 25, 1956. 
Intra association communication from : The general manager. 
To: Special Committee on Industrial Uses of Atomic Energy. 
Subject : Meeting April 18, 1956. 
Messrs. J. V. Herd, chairman; L. M. Baldwin; Woodward Melone; E. J. Perrin, 
Jr.; J.L. Powell; P. W. Scheide, ex officio. 


Attached is memorandum of the meeting of your committee held on April 18, 
We shall advise you of the progress of any of the matters treated in the memo. 
randum as we receive information thereon. 
JOSEPH G. Br. 


MEMORANDUM—MEETING, SPECIAL COMMITTEE ON INDUSTRIAL USES OF Atomic 
ENERGY HELD AT 80 MaIpEN LANE, New York, N.Y., 2:30 P.M., APRIL 18, 1956 


Present : 
H. E. Soward, William H. Berry, representing Mr. J. V. Herd. 
L. M. Baldwin. 
Woodward Melone. 
E. J. Perrin, Jr. 
J. L. Powell. 
J. G. Bill. 


I. NUCLEAR ENERGY INSURANCE SYNDICATE, CAPITAL STOCK PROPERTY INSURANCE 
COMPANIES 


Mr. Berry reported on the steps taken to bring about a maximum underwriting 
capacity for those engaged in the peacetime uses and operation of nuclear reac. 
tors. It appears that the “Nuclear Energy Property Insurance Association” ig in 
process of formation. This organization would constitute an agency through 
which its members may provide such property insurance protection as is author- 
ized by its charter against hazards arising out of, or appertaining to— 

(a) Nuclear reactor installations designed for experimental, testing, or 
power purposes, and 
(b) Operations or facilities related or incident therto. 

Responses from the capital stock companies which made tentative commit- 
ments indicate that the syndicate would be enabled to afford a net capacity of 
$40 million per risk which, when supplemented by reinsurance from sources out- 
side the industry, should permit a gross capacity of $70 million per risk. 

An organizational meeting of the syndicate is scheduled to be held on May 26. 
The constitution of the syndicate in no wise restricts any member from writing 
any class of business for its own account. However, all reinsurance of any 
class of association business must be arranged through the association unless 
excepted from such requirement. 

Question was raised as to whether or not it was intended to include inland 
marine business within the syndicate, and it was the sense of the meeting that 
steps should be taken to assure its inclusion. 


Il. NUCLEAR REACTION EXCLUSION CLAUSE-—-ASSUMPTION CLAUSE 


It was recalled that this committee had ceased in its attempt to evolve a satis- 
factory exclusion clause, and was awaiting a report on the clause developed by 
the National Board. 

It was reported that a special subcommittee of the National Board committee 
was at work on a twofold plan which called for: 

1. The exclusion of hazards resulting from industrial uses of atomic energy 
from property insurance policies (including fire, inland marine and automobile 
physical damage coverages). 

2. Assumption to some degree of the liability excluded in item I. 

The risks contemplated in this action comprise those in the general field of 
insurance and not the reactor plants themselves which are to be covered under 
the syndicate type of operations. 

The special subcommittee of the National Board has had the advice of atomic 
physicists and will, in the near future, come up with its recommended exclusion 
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clause, after which check will be made with the inland marine and automobile 
segments to ascertain the sufficiency and applicability of the clause in those 
elds. ‘ 
: The meeting adjourned at 4:15 p.m. 
JosEPH G. BILL. 


Excerpt FroM MINUTES OF EXECUTIVE COMMITTEE, APRIL 26, 1956 


REPORT OF THE ACTUARIAL BUREAU COMMITTEE 


The report of this committee was presented by Chairman Jervey. A copy is 
appended. ; ahi 

Classification of mercantile block premiums and losses.—The classification of 
mercantile block premiums and losses as recommended by the actuarial bureau 
committee at its meeting on April 10 was discussed in the light of the current 
revision of the rating plan by the interregional insurance conference and, upon 
motion, duly made and seconded, it was voted that it be tabled. 

Statistical plan for homeowners’ policies——The item dealing with the statis- 
tical plan for homeowners’ policies was approved. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, April 26, 1956. 
Mr. H. W. MILLER, 
Chairman, Executive Committee. 
Dear Sir: The actuarial bureau committee met on Tuesday, April 10, 1956, 
and the concurrence of the executive committee is requested in the following 


action : 
CLASSIFICATION OF MERCANTILE BLOCK PREMIUMS AND LOSSES 


Further consideration was given to the classification of mercantile block pre- 
miums and losses at the meeting of this committee held on April 10 and your 
committee approved of the procedure recommended on a tentative basis by the 
interregional insurance conference whereby bureaus were asked to show a pre- 
mium breakdown as between fire, extended coverage, burglary and theft, and 
“all other’ on mercantile block dailies. 

Your committee recommends that mercantile block premiums and losses be 
coded in a way which will permit the continued inclusion of mercantile block 
statistics in the standard classified experience report produced in this office with 
such further identification as may be needed to produce experience for mer- 
eantile block business taken as a whole, with possible subdivision by trade 
groups other than those in the standard classification. 

The matter of new trade group classifications was considered on April 24, 
1956, by the subcommittee on classification which makes the following recom. 
mendation : 

The subcommittee understands its charge to be to recommend a separate, 
supplemental classification of mercantile block experience as a unit, over and 
beyond the “breakdown” treatment already recommended by the actuarial bureau 
committee. The committee is informed that revision of the mercantile block 
rating plan is presently under active consideration by the interregional insur- 
ance conference and for this reason believes its recommendations should await 
completion of the rating plan revision. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, April 26, 1956. 
Report of Special Committee on Industrial Uses of Atomic Energy. 
Mr. H. W. MILter, 
Chairman, Executive Committee. 


Dear Sir: A joint meeting of the special committee and its Subcommittee on 
Industrial Uses of Atomic Energy met on April 4, 1956. The parent committee 
met again on April 6. 

The subcommittee has held several meetings since that time and is, in fact, 
meeting at this hour. 
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NUCLEAR ENERGY PROPERTY INSURANCE ASSOCIATION 


In the furtherance of the program looking toward the organization of the 
Nuclear Energy Property Insurance Association, a proposed constitution, to. 
gether with declaration forms, was sent under date of April 12 to the capita) 
stock property insurance companies with call for an organization meeting, to be 
held in the New York board room on the second floor, 85 John Street, New York 
City, on Friday, May 25, 1956, at 11 a.m. 


STANDARD FIRE POLICY 


Intensive study is continuing by the subcommittee under the chairmanship of 
Mr. Arthur Polley of the standard fire policy with reference to the hazards 
resulting from the industrial uses of nuclear energy. 

Respectfully submitted. 





, Chairman, 


EXECUTIVE COMMITTEE OF THE NATIONAL BOARD OF FIRE UNDERWRITERS—PROGRESS 
REPORT OF SPECIAL COMMITTEE ON STANDARD FIRE INSURANCE POLIcy 


Since report of March 26, 1953, the bill to eliminate the necessity of a special 
policy in New Jersey has passed and is now law. The general standard fire ip- 
surance policy can be used in that State as present policy supplies need 
replenishing. 

Eight-point type in the California fire insurance policy will be permissible 91 
days after the 1953 legislature adjourns. This will allow the same daily report 
and certificate of insurance that are used in other far-western States. 

Subject to Commissioner Knowlton’s approval, the general standard fire in- 
surance policy (New York 1943) can be used in New Hampshire without chapter 
326 being imprinted thereon. 

The anticipated legislation for a change in the Minnesota fire insurance policy 
did not materialize. However, the legislature this year made provision for the 
appointment of an interim committee for the purpose of making an investigation 
and study of the standard fire insurance policy. This committee is to report its 
findings and recommendations to the legislature not later than January 1), 
1955. 

The govering committee of the Western Underwriters Association, at its annual 
meeting this month, reported that as a result of the introduction of the new 
style fire insurance policy in 17 of their 18 States, the number of uniform forms 
produced in 1952 was reduced 57,169,300, which, translated into other terms, 
means 100 less tons of paper used and 100 tons of fewer supplies shipped to 
agents. They further said: “Indirect savings, but nonetheless high in dollar 
content, were those in operational costs for agents and in the rental value of 
filing space for agents and companies alike.” 

It will be 5 years this coming June since the special committee on the standard 
fire insurance policy was appointed. In this period the number of fire insurance 
policies, exclusive of special dwelling policies, in the 52 jurisdictions of con- 
tinental United States, when recent changes become effective, will be reduced 
from 23 to13. A further reduction can be accomplished by— 

1. The enactment of legislation to permit the use of the 1943 New York 
standard fire insurance policy, without change, in the nine States having policy 
provisions in variance. 

2. Greater uniformity in rules of practice. 

The one-operation Louisiana style fire insurance policy has now been approved 
for optional use in all jurisdictions except Minnesota, Puerto Rico, and Texas. 

Aprit 30, 1953. 








Chairman, Special Committee on Standard Fire Insurance Policy. 
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OFFICE MEMORANDUM 
May 2, 1956. 
To: Jack G. McKenzie, assistant general counsel. 
From: W. F. Williams. 
Subject : Fair Trade Practices Act. 


In reference to your memo giving tabulation of States in connection with 
the fair trade practices law, I note of course that California is one of those 
listed as not having such a law. Is the national board definitely committed to 
the support of a fair trade practices statute in California ? 

While Commissioner McConnell reiterates over and over that he has sufficient 
laws now to regulate most of the practices currently under fire, I realize that 
almost all of these relate only to advertising. I guess just about the only excep- 
tion is the one having to do with racial discrimination as it applies to automobile 

ce. 
oe: W. F. WILtiaMs. 


[Confidential] 
RE SUGGESTIONS RE FEDERAL TRADE COMMISSION 


Most people are talking in terms of fighting the Federal Trade Commission 
in court or in the Congress. Both these courses have obvious dangers, plus 
the fact that the Federal Trade Commission is in a position to control which 
cases first come before the court and is also in position to furnish the Congress 
with some sorry factual situations in the accident and health business. 

You may want to consider an alternative approach—a complete yielding to 
the Federal Trade Commission to the extent where a good company with a clean 
record advises a friendly insurance department that it no longer recognizes 
insurance departments’ power to regulate, inasmuch as all of the business of 
the insurance company is interstate commerce and under the Federal Trade 
Commission decision, Public Law 15 was ineffectual to permit the States to regu- 
late insurance which was interstate commerce. 

In this way an issue could be set up between the company and the State 
insurance department in a court of their choosing. The Federal Trade Com- 
mission would not be a party to the litigation and the litigation might even be 
concluded before the Federal Trade Commission got far enough to file a brief 
amicus curiae. In addition, you could be quite sure that the court of your 
choosing or the State insurance department’s choosing would do its best to up- 
hold State regulation. If that is the result you seek, then by the company 
losing the battle, it wins the war. 


May 2, 1956. 


[Confidential] 
RE FEDERAL TRADE COMMISSION 


The recent decision by the Federal Trade Commission finds the life insurance 
companies widely divided and completely confused. 

They have been proceeding on the assumption that if they went along with 
the trade practice rules of the Federal Trade Commission the complaints against 
the companies would be dropped and the jurisdictional question would be 
avoided—at least for the foreseeable future. This strategy has now failed 
completely. 

The health and accident business (that part which is separated from the 
big life companies) has followed along in back of the life companies’ strategy— 
but not willingly. Result—they are not only confused but they are somewhat 
resentful. 

The situation is one where a branch of the business, which had a firm, definite 
program of its own could take the leadership and get an industry program which 
was to its liking. 

To put it another way—if this branch of the business decides a course it 
wants to follow and moves quickly to meet with a few top executives of the life 
and accident and health fields, you have an excellent chance of getting a policy 
decision which fits in with your thinking. 

May 2, 1956. 
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May 3, 1956. 
Mr. K. E. Back, 
Chairman, Special Committee on Industrial Uses of Atomic Energy, 
Care of Home Insurance Co., New York, N.Y. 


Deak Mr. Brack: In talking with Jim Donovan today, we agreed, subject to 
your approval, on the advisability of a meeting of your committee, prior to the 
organization meeting on the Nuclear Energy Property Insurance Association. 

Will you let me know how you feel about this. I would suggest a meeting 
possibly sometime in the week of May 13. 

Sincerely, 
J. RAYMOND Berry, General Counsel. 

May 4, 1956: Mr. Black’s secretary called and said the original of this letter 
had been returned to her with “No.” 


M. 


May 4, 1956. 
To: Mr. W. F. Williams. 
From: Jack G. McKenzie. 
Subject: Fair Trade Practices Act. 


I have your memorandum of May 2 concerning the Fair Trade Practices 
Act—or lack of it—in California. I do not know of any definite commitments 
that the national board has to support a fair trade practice statute in California 
if the statutes of California are adequate to properly regulate and give the 
proper supervision to the business of insurance. 

I know of Commissioner McConnell’s position on the adequacy of the present 
laws of California to do this job. I have noted the commissioner’s comments 
concerning this since the recent opinion of the Federal Trade Commission. 

We can discuss this matter more fully in St. Louis. 

With best regards. 

Sincerely, 
JACK G. McKeEnzir. 


[Confidential] 


AUDUBON INSURANCE Co., 
Baton Rouge, La., May 12, 1956. 
Re Nuclear Energy Insurance Syndicate capital stock property insurance 
companies. 


Mr. J. VictorR HERD, 
President, the National Board of Fire Underwriters, 
New York, N.Y. 

Dear Mr. HERD: We are now in receipt of the constitution and declaration of 
participation and in view of conditions contained therein it becomes necessary 
that we request to be excused of our previous commitment to the extent of 
$10,000. 

It will be greatly appreciated if you will kindly refer to our authorization 
dated March 23, 1956, and remove the name of our company from participation. 

Yours very truly, 
A. P. CUNNINGHAM, Jr., Secretary. 


May 14, 1956. 


Mr. CLARENCE KLOCKSIN, 
Alexandria, Va. 

DEAR CLARENCE: On Wednesday, May 16, at 10 a.m., 1701 K Street, there will 
be a meeting of various branches of the insurance business which I wish you 
would attend—representing the National Board of Fire Underwriters. The 
meeting will be held in the offices of the newly formed Health Insurance Associ- 
ation (I am not sure that is the correct name). 

Robert Neal is the head of the association and his office is with the Life 
Insurers Association of America. 

The purpose of the meeting is to discuss what course the business will rec 
ommend to the insurance commissioners as a body, in connection with the recent 
American Hospital decision on the jurisdiction of the Federal Trade Commission. 

I will explain to Mr. Neal (he will call me today) that I will ask you to 
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attend as a representative, but that we are not going to take a position at this 
time inasmuch as we have not been active in the course which has been charted. 
Ray Hughes and I expect to get into Washington Wednesday night for ap- 
pearance before the committee on Thursday on the housing bill. I will call 
you at home Wednesday night. 
Yours very truly, 


J. RAYMOND Berry, General Counsel. 


AMERICA FORE INSURANCE GROUP, 
Chicago, Ill., May 15, 1956. 

In re Bulletin No. 1903. 

Mr. J. RAYMOND BERRY, Leas . 

General Counsel, National Board of Fire Underwriters, 

New York, N.Y. 

Dear Mr. Berry: The Federal Trade Commission’s opinion, copy of which ac- 
companied your bulletin of May 10, is so interesting and of such importance 
that we would like to have enough copies to distribute to our keymen—ofiicers, 
department heads, and fieldmen. There are any number of young fieldmen in our 
business now who know nothing about the Southeastern Underwriters case or 
others quoted in this particular situation. 

If you can give me 300 copies, we will appreciate it very much. 

Yours very truly, 
EK. A. HENNE, 
Vice President and Manager. 


MEMORANDUM FROM J. RAYMOND BERRY 


May 17, 1956. 
J.R.B.: The type still stands. Do you wish to send Mr. Henne 300 copies? 


Mac, 


May 28, 1956. 
In re Bulletin No. 1903. 


Mr. E. A. HENNE, 


Vice President and Manager, America Fore Insurance Group, 
Chicago, Ill. 


Deak Mr. HENNE: In reply to your request of May 17, we are sending you, 
under separate cover, 300 copies of the above bulletin. The delay was due to 
the necessity of having additional copies printed. 

Yours very truly, 


J. RAYMOND Berry, General Counsel. 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
Board OF FIRE UNDERWRITERS HELD IN THE BoarD Room, 85 JoHN STREET, 
New YorRK, ON May 16, 1956, at 11 a.m. 


Present: Mr. C. A. Loughin, chairman; Messrs. John R. Barry, Millard Bar- 
tels, Philip 8S. Brown, Ray Caverly, H. B. Collamore, Frank F. Dorsey, William 
MacLean, John A. North, Philip Priore, F, Elmer Sammons, and Francis Van 
Orman. Also present: John H. Dillard, representing James F. Crafts; Peter 
Korsan, representing K. B. Hatch; Richard G. Bruechner, representing H. Clay 
Johnson ; William Rudell, representing Paul E. Laymon; A. R. Fredericks, repre- 
senting W. E. McKell; Stuart Richardson, representing Paul F. McKown; 
E. 8. Coons, representing Harry W. Miller; Wilfred G. Howland, repre- 
senting S. Dwight Parker; Joseph Murphy; America Fore Insurance Group; 
Richard Winslow, general counsel, Boston Insurance Co.; as well as General 
Counsel Berry, General Manager Vincent, Assistant General Counsel McKenzie, 
and Ray E. Hughes of the law department. 

Advices of their inability to attend were at hand from Messrs. Paul BE. Lay- 
mon and Harry W. Miller. 


STATE MATTERS 
Louisiana.—General counsel reported on his recent visit to Louisiana and 


reviewed the various bills introduced affecting rate procedure. One, sponsored 
by the agents, would provide for mandatory membership in the rating bureau of 
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every insurance company authorized to write fire insurance. It was the cop. 
sensus that we go along with the agents on this proposal, with the understanding 
that if the bill is amended in a form objectionable to us we would oppose it, 
Another bill would bring public property under the rating law and permit no 
deviation as to that property. The agents are agreeable to this change with 
no right to deviate. It was the sense of the meeting that we would support the 
inclusion of State-owned property under the mandatory rate law but with the 
right to deviate. 

Delaware fire department tar.—Local counsel has obtained a temporary ip. 
junction restraining the insurance commissioner from turning over to the State 
treasurer that part of the fire department tax which is in excess of 2 percent 
and which was paid under protest. A similar proceeding has been brought by 
the same counsel for the Association of Casualty and Surety Cos. in connection 
with the policemen’s pension tax. 

West Virginéa—Fire marshal taxy.—In connection with the demand for pay- 
ment of this tax on all premiums, companies have been bulletined recommending 
they base the tax on premiums written under the fire license powers. Genera] 
counsel will confer with the insurance commissioner in Charleston on the 224 in 
the hope of ironing out the matter. 

West Virginia—Foreign corporation license tax.—Litigation has not been 
instituted ; counsel is reviewing the law. 

Montana—Income Tax.—General counsel reported that some branches of the 
business have been called upon to pay additional taxes under a recent con- 
struction of the statute. Litigation has been instituted to test this construction. 
Members were asked to advise general counsel immediately if such a demand js 
made on them. 

FEDERAL MATTERS 


Flood insurance.—This bill has passed the Senate with an unsatisfactory 
definition of flood insurance and objectionable provision for reinsurance and a 
misdescription of the program as “insurance” when in fact it is a subsidy. We 
are not opposing this legislation but we will attempt to get the objectionable 
features amended in the House. 

Federal housing amendment.—Hearings on the House bill will be held to- 
morrow (May 17) and general counsel will be a witness. 


FEDERAL TRADE COMMISSION 


Reference was made to the opinion of the FTC in the American Hospital case, 
copy of which has been furnished members. The Commission, by a vote of 8 to 
2, has decided that it has jurisdiction as to unfair advertising practices in every 
State and that the only area left for State insurance regulation is intrastate 
business. General counsel felt the basis of this opinion goes far beyond adver- 
tising; our business is almost entirely interstate and a dissenting opinion points 
out the principle on which the majority bases its decision could even extend to 
the regulation of commissions. He stated that the life insurance business is 
quite disturbed and is issuing a press release on behalf of the Accident & Health 
Association and the two life associations. 

The insurance commissioners will have this before them at their meeting at 
the end of the month, and Mr. Berry asked the position he should take if an 
effort is made to find out the attitude of the various branches of the business. 
Up to now our position has been that of an interested listener and no different 

instructions were given. 


NEW JERSEY—AGENTS’ QUALIFICATION BILL 


Pursuant to instructions general counsel communicated with the Casualty 
Association, and a representative of the association, representatives of some 
New Jersey companies, and Mr. Berry met with the commissioner and his 
deputy, who agreed that the educational requirement might well be revised, 
suggesting that they meet with the agents again. Following that meeting gen- 
eral counsel drew an amendment which he sent to the agents, who advised they 
were not interested in amendments but were going to press the bill as it stood. 

Mr. Van Orman explained in detail the reaction against his company and 
advised that the American decided not to oppose the bill in its present form, 
possibly may give it some support if the situation required it. It was the sense 
of the meeting to leave the matter in the hands of general counsel. 
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STATISTICAL AGENTS FOR HOMEOWNERS POLICY 


Pursuant to the action of the April meeting, our subcommittee on installment 
premiums gave consideration to this matter. The attached report was read 
and on motion duly made and seconded it was unanimously accepted. 


BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded, it was voted to approve payment of the 
following bills, amounting to $5,379.39: 


Jennings, Strouss, Salmon & Trask, attorney fee, Arizona___________-_ $1, 000. 00 
Walter D. Hanson, Oklahoma, attorney fee and expenses___________ 1, 072. 65 
Turner, Harter & Padget, South Carolina, attorney fee and expenses___ 3, 141. 25 
= BR. West, legislative service, Michigan... Lk 165. 49 


ADJOURNMENT 


There being no further business to come before the committee, the meeting 
adjourned at 12:45 p.m. 


L. A. VINCENT, Secretary. 


REPORT OF SUBCOMMITTEE ON INSTALLMENT PREMIUMS 


The National Board Actuarial Bureau, under date of November 22, 1955, 
adopted a uniform statistical plan for the reporting of premiums and losses 
under Homeowners’ policies and mailed it to member companies under date of 
March 2, 1956. One part of the plan relating to the reporting of installment 
premiums states that such premiums may be reported either on a full-term or 
on an annual basis. A member has questioned the propriety of reporting install- 
ment premiums on either the full-term or annual basis, in view of the position 
which the national board has taken on this question. This committee, during 
September 1954, arrived at the following conclusions which were approved by 
the executive committee: 

1. The subcommittee is unanimously opposed to any change in the 1951 
recommendations which would call for a mandatory full-term reserve. 

2. The subcommittee is unanimously opposed to the optional treatment of 
reserving term business. 

The question as to the apparent inconsistency of the positions taken by the 
actuarial bureau and this subcommittee has been referred to this subcommittee 
for study. 

First, it must be pointed out that the rule promulgated in connection with the 
reporting of Homeowners’ installments is not inconsistent with the position 
already taken by the actuarial bureau in connection with the reporting of 
regular installment premiums, which have been reported either on a full-term 
or annual basis, to the Bureau, ever since that class of business has been writ- 
ten. Therefore, the bureau is not instituting a new rule for Homeowners’ 
policies. 

It must be emphasized that the national board has no choice in the manner in 
which they may accept premium and losses for statistics. They must be re- 
ported to them so that they will agree with the totals shown in the convention 
annual statement. Therefore, a company which reports their installment 
premiums in the convention statement on a full-term basis must report their 
Statistics on that basis to the actuarial bureau and, similarly, a company on 
the annual busis must report statistics on an annual basis. To do otherwise, the 
national board figures woudin otb alance with the State totals. In addition, a 
company ‘which reports on a full-term basis could not report their statistics on 
an annual basis unless they kept two separate sets of records, the cost of which 
would be prohibitive. 

It must be remembered that national board statistics are converted to an 
earned basis. The earned premiums on full-term installments, after conver- 
sion, should about equal the earned premium on annual installments, so that 
there should be little difference in the final results if the proper conversion 
factors are used. 

Therefore, it is the opinion of this subcommittee, that there is nothing in- 
consistent with the position taken by the national board in connection with the 
reporting of installment premiums. The executive committee went on record 
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as favoring the annual reporting of installment premiums, however, as long ag 
any State insurance department accepts reporting on a full-term basis, the 
actuarial bureau must accept statistics on the basis filed with the insurance 
department. 

Respectfully submitted. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, May 18, 1956. 


To the Special Committee of Chief Executives (Messrs. John A. North, chair. 
man, John R. Barry, K. E. Black, John R. Cooney, K. B. Hatch, J. C. Hy. 
lett, H. W. Miller, S. Dwight Parker, Bruno C. Vitt, J. Victor Herd, ex 
Officio) : 

GENTLEMEN : The items on the agenda of the meeting of the above committee, 
which is scheduled for May 23, 1956, at 2: 30 p.mn., in this office, are: 

1. Proposed amendment to the Louisiana rating law relative to membership 
in the Louisiana Rating and Fire Prevention Bureau. 

2. Idaho Insurance Department interpretation of the Idaho Code pertaining 

to multiple peril policies (dated Apr. 17, 1956). 

3. Summary of answers to questionnaire sent to members of the executive com. 

mittee under date of March 23, 1956. 

Copies of the above are enclosed. 
Yours very truly, 
J. RAYMOND Berry, General Counsel. 


re ee By: Me. .........dee 


AN ACT To amend and reenact subsections A, B, and BE of section 1405 of title 22 of the 
Louisiana Revised Statutes of 1950 relative to membership in the Louisiana Rating and 
Fire Prevention Bureau 


Be It Enacted by the Legislature of Louisiana: 

Section 1. Subsection A of section 1405 of title 22 of the Louisiana Revised 
Statutes of 1950 is amended and reenacted so as to read as follows: 

“Sec. 1405. Fire insurance rates; Louisiana Rating and Fire Prevention Bu- 
reau” 

“A. Every insurance company authorized to write fire insurance in this State 
shall adhere to the rates promulgated by the Louisiana Rating and Fire Pre 
vention Bureau as provided in this section, and approved by the Fire Insurance 
Division, except that any such insurer may deviate from such rates in accordance 
with R. S. 22: 1410.” 

Sec. 2, Subsection B of section 1405 of title 22 of the Louisiana Revised Stat- 
utes of 1950 is amended and reenacted so as to read as follows: 

“B. The Louisiana Rating and Fire Prevention Bureau shall be continued, 
and every insurance company, now or hereafter licensed and authorized to write 
fire insurance in this State, shall belong to such Bureau. The Board of Direc- 
tors of the Bureau shall consist of not less than nine nor more than twenty-five 
members, who shall be residents of this State, and who shall be elected from and 
by the members of the Bureau. Representation on the Board of Directors shall 
be properly apportioned as between stock and nonstock members predicated on 
the ratio of their net fire insurance premiums for the calendar year immediately 
preceding said election. Said net fire insurance premiums to be furnished the 
Bureau by the Secretary of State. Kach Board member shall be entitled to one 
vote. The officers shall consist of a President, Vice President, and Secretary- 
Treasurer. The bylaws may provide for such other officers and employees aa 
may be deemed necessary or advisable. The main office of the Bureau shall be 
in the city of New Orleans, and branch offices may be established throughout 
this State.” 

Sec. 3. Subsection BE of section 1405 of title 22 of the Louisiana Revised 
Statutes of 1950 is amended and reenacted so as to read as follows: 

“KE. Expenses of the Bureau shall be paid by its members through assessments 
levied upon them by the Bureau. Assessments upon members shall be in propor- 
tion to the direct premiums received in this State by each insurer in the pre 
ceding year, less returned premiums, provided that any insurer member which 
has not operated in this State for one full year next preceding the assessment 
shall be required to pay a proportionate sum for that part of the year it was 
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operating in this State. Upon the failure of any member of the Bureau to pay 
its lawful proportion of said expenses within thirty days after the same is due 
and payable, the Bureau shall refuse to furnish its services to said delinquent, 
and shall report such delinquency to the Commission, which for such delinquency 
shall suspend or revoke the license of the delinquent member insurer.” 

Sec. 4. That all laws and parts of laws in conflict herewith be and the same 
are hereby repealed. 


STATE OF IDAHO, 
DEPARTMENT OF INSURANCE, 
Boise, Idaho, April 17, 1956. 


DEPARTMENTAL INTERPRETATION OF THE IDAHO CODE PERTAINING TO 
MULTIPLE PERIL POLICIES 


The Insurance Department of the State of Idaho was instrumental in 
sponsoring legislation during the legislative session of 1951 (known as ch. 36, 
title 31, Idaho Code) that provided for the writing of multiple line coverage by 
insurance companies licensed to do business in Idaho. 

This chapter, known as the casualty-rating law, provides that various classes 
designated as casualty insurance may be written in Idaho by qualified companies 
without a review of the rates by this department. 

While rates, forms, and rules to be used by any rating organization or in- 
dividual company or group of companies electing to designate the casualty- 
rating law as applicable, are not required to be reviewed by this department, it 
is hoped that such filings will be made for information purposes only. 

Multiple line premiums have posed a problem with the department because of 
the necessity of allocating a portion of the fire premium tax to the firemen’s 
retirement fund. The attorney general has advised that a formula set by the 
commissioner, allocating a percentage of the tax to that fund, is permissible and 
would meet all requirements. 

I am aware that the privileges so granted to companies and rating bureaus 
under this section of the Idaho Code are most liberal. However, I am of the 
opinion that such companies and rating bureaus will not abuse such privileges 
and will endeavor to keep their rates, forms and rules uniform, in order that the 
dignity of the insurance business in Idaho will not suffer. 

Leo O’ConNELL, 
Commissioner of Insurance, State of Idaho. 


INTER-REGIONAL INSURANCE CONFERENCE, 


New York, N.Y., May 22, 1958. 
Mr. J. RAYMOND BERRY, 


General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 

Dear Mr. Berry: I tried to reach you on the phone this afternoon to report 
to you that the West Virginia Department has turned down the filing on the 
nuclear clause. 

I enclose a draft of the department’s letter as taken down over the telephone. 

Mr. Greenfield suggested that he had better go up and talk to the commis- 
sioner personally about this and I suggested that he hold off until I contact you. 

Sincerely yours, 


Roya M. BeckwitH, Manager. 


May 22, 1958. 

This is to acknowledge receipt of your letter dated April 17, in which you 
submitted a proposed mandatory endorsement to be attached to all fire policies. 
On May 4 Mr. M. V. Bickel, assistant manager of the rating bureau, requested 
that we hold the filing in abeyance pending further instructions from you. On 
May 16 you requested that we consider the filing as submitted. 

The policy which you propose to endorse is the statutory fire policy and the 
coverage required by the legislature cannot be limited. Your letter says that 
“This clause is designed as a clarification of intent of the standard fire insurance 
policy rather than as a limitation or amendment of coverage afforded thereby.” 
However, the language of the proposed nuclear clause appears to restrict the 
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statutory fire insurance policy. If a nuclear endorsement is to be used, we 
suggest that it should be so worded that the commissioner will not usurp the 
powers of the courts to interpret the contract or the powers of the legislature 
to amend or clarify the statutory fire policy. By this endorsement the com- 
panies would represent that the word “fire” does not include nuclear perils 
when, in fact, no court has ruled on this question; only the Supreme Court go 
rules. Neither the rating bureau, the company, nor the insurance commissioner 
may properly state as a fact that the “fire” does not include nuclear perils, 

We would not object to companies informing their insureds that in the opinion 
of the committee on laws of the National Board of Fire Underwriters the word 
“fire” does not include nuclear perils and that the company intends to resist 
such claims if such be the case. 

However, we are asked to require the company to represent as a fact what js 
now only an interested private opinion. 

The filing is hereby disproved. You are informed that the bureau has a 
statutory right to request a hearing on this action. 

Very truly yours, 
Troy W. Cox, 
Deputy Commissioner, 





MEETING OF THE SPECIAL COMMITTEE OF CHIEF EXECUTIVES, HELD IN THE Orricrs 
OF THE NATIONAL BOARD OF FIRE UNDERWRITERS, May 23, 1956, AT 2:30 p.m. 


Present: Messrs. John A. North (chairman), John R. Barry, K. E. Black, 
J. C. Hullett, L. M. Michel (for K. B. Hatch), H. W. Miller, Bruno C. Vitt, and 
J. Victor Herd, ex officio 

There were also present Special Counsel John B Marsh and General Counsel] 
J. R. Berry of the national board staff. 

Advices of his inability to attend were at hand from Mr. S. Dwight Parker, 
Mr. John R. Cooney was unable to be present or represented. 

At the request of the chairman, General Counsel Berry reported the consid- 
eration by the committee on laws of the proposed amendment to the deviation 
section of the Louisiana Statutes and read letter from Insurance Commissioner 
O’Connell of Idaho with reference to the interpretation by that department on 
the filings of multiple peril rates. Following discussion, it was the consensus 
that consideration be given the returns recorded on the questionnaire sent to 
members of the executive committee under date of March 23 before specifically 
considering these two items. 

General Counsel Berry referred to pending litigation in North Carolina as a 
result of deviation filing. Discussion ensued leading to general agreement that 
the national board not participate in the case, but that we maintain liaison with 
local counsel for the rating bureau and our member companies. 


QUESTIONNAIRE TO MEMBERS OF EXECUTIVE COMMITTEE, MARCH 23, 1956 


Summary of replies to questionnaire sent to members of the executive commit- 
tee under date of March 23 was reviewed, copy attached. It was the consensus 
that the strong indication on certain fundamental points, while insufficient at 
this time to reach a final conclusion, did afford the basis on which to undertake 
a study of revision of existing law. It was the unanimous view that prior to 
report to be submitted to the executive committee at its next meeting, the 
summary tabulation of repiles be sent to the members of the executive com- 
mittee for information. 

The meeting was adjourned at 3: 50 p.m. 

L. A. VINCENT, Secretary. 


REPORT OF COMMITTEE ON LAWS 


NEw York, May 24, 1956. 

Mr. PRESIDENT AND GENTLEMEN: The year that has passed since our last report 
to the membership of the national board has been a so-called light legislative 
year. However, the developments of that year, both legislative and nonlegis- 
lative, make it one of the most significant in the history of property insurance 
in the United States. 

Nineteen State legislatures and the U.S. Congress have been in_ session. 
Thirteen of those legislatures have adjourned. Congress and six State legis- 
latures are in session as of the time this report was prepared. 
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As legislation has been introduced of interest to our member companies, copies 
have been furnished to members through our “Legislative Record.” At the close 
of each legislative sesssion, booklets have been prepared showing legislation 
which was enacted and which had a bearing on the conduct of the business of 
property insurance. Thus, each member has been advised of the legislation in- 
troduced, the form of the introduction, the legislation enacted, and the form 
of that enactment. 

The staff has reviewed approximately 2,500 bills relating to insurance. From 
these, 320 bills of particular interest to us have been printed in the “Legislative 
Record,” with 56 of these bills being enacted in the law. 

Agents qualifications laws were enacted in Georgia and in Rhode Island. 
Mississippi attempted to amend its law, but the bill failed. New Jersey has 
pending amendments to its law. 

A Fair Trade Practices Act was passed in Mississippi, but failed to pass in 
Rhode Island. 

An Unauthorized Insurers Act was enacted in Rhode Island. 

Foreign or alien companies—Government owned or controlled.—An act pro- 
hibiting the issuance or renewal of a license to any foreign or alien insurer which 
is owned or financially controlled in whole or in part by another State of the 
United States, or by any foreign government, was enacted in New York and in 
Michigan. A similar bill failed to pass in Mississippi. 

Indivisible premiums.—Legislation was enacted in Virginia which provides: 
The commissioner may approve policies or forms of insurance using divisible or 
indivisible premiums or rates. A bill in Mississippi to permit the use of in- 
divisible premiums failed to pass. 

Licensing of adjusters was provided for in legislation enacted in Rhode Island. 

Fees.—Kentucky enacted legislation increasing the fees for solicitors and 
adjusters. South Carolina passed legislation increasing the fees for special 
agents, State agents, and general agents. 

Partial abatement of gross premium tax.—Georgia passed a bill providing for 
partial abatement of premium tax where the companies have a certain percent- 
age of its total assets invested in bonds and securities of the State of Georgia, 
or of its political subdivisions. 

Certified mail—Alabama, Arizona, Michigan, and Rhode Island passed legisla- 
tion authorizing the use of certified mail in lieu of registered mail. 

Deduction of retaliatory tares.—Georgia and Mississippi passed laws which 
provide: A domestic company may deduct from its premium tax due its home 
State retaliatory taxes paid to other States. 

Legislation pending in Congress in which we are interested is referred to 
later in this report. 

We believe two trends should be brought to your attention. The first, multiple 
line writing, is no longer new. This trend has continued and brought with it 
new unsolved problems. Some of the older problems have been solved and 
others appear to be well on the way to solution. Some mistakes have been made 
and steps are being taken to correct them. This is true at both the regulatory and 
business levels. Much of the difficulty stems from the fact that commissioners 
and business have been trying to apply to multiple peril writing a regulatory 
pattern which was designed for an insurance business of separated underwriting 
powers. The resulting inconsistencies and strained statutory constructions must 
be expected to continue until the regulatory pattern is revised to conform to the 
practices of the business and the needs of the insuring public. From the widely 
divergent proposals addressed to various facets of this problem, which proposals 
have come from different parts of the country to the committee on laws through 
legislation, rule changes, and departmental decisions, it clearly appears no basic 
pattern of change has won the wide acceptance that would be necessary for 
nationwide adoption. This may not be a cheerful prospect, but it has been the 
feeling of the committee that the irritations which must be borne while waiting 
for an acceptable pattern to be devised or to evolve are preferable to the damage 
that might be suffered if an ill-conceived new pattern of regulation was prema- 
turely determined upon. 

The second trend is the involvement of insurance in the complex relationship 
existing between State and Federal Governments. This trend is only now 
emerging clearly. It has been obscured by the very immediateness of some of 
its symptoms which only yesterday appeared to be trends. 

For example, the constant and ever heavier pressure of the States to increase 


‘taxes, we reported only last year as a trend. We are persuaded that problem 


does not begin or end with the States. Their cost of living has increased along 








3880 THE INSURANCE. INDUSTRY 


j t of living of the rest of us. Some of their sources of revenue haye 
_ es or iimnited. To some extent this has been caused by Federal 
decisions—executive, administrative, and judicial. In their search for adgdj- 
tional revenue to meet increased costs and to compensate for losses of revenue, 
the States have been placing increased tax burdens on practically all businesses, 

The importance of this symptom in the work of this committee warrants a 
word on our course in dealing with these tax problems. It is the belief of your 
committee that our business is bearing its fair share of these burdens. Where 
tax programs have been broad in base and of generally equal impact on all, the 
stock fire business has not opposed. When an apparently unreasonable and 
discriminatory new tax has been attempted or an unjustified interpretation of an 
existing tax has been adopted, your committee has been forced to litigate. While 
this litigation is necessary to protect the immediate position of the business, 
the outcome of this litigation, in the opinion of the committee, wil not furnish 
the ultimate answer or solution to this problem. The causes which first led 
to the objectionable legislation or departmental decision, and thence to the 
litigation, are not removed by a court decision. . 

Coming back to other symptoms of the trend, legislation proposing to extend 
the sphere of activity of the Security and Exchange Commission is not properly 
viewed in isolation. The same may be said of efforts by the Interstate Con- 
merce Commission to pass upon insurance of interstate motor carriers. 

There is presently pending in the Congress a bill we are seeking to amend. 
This bill would set up a self-insurance fund in the Federal Housing Authority, 
If enacted, the loss of revenue to the States would equal or exceed any saving 
the Federal Housing Authority might reasonably expect to achieve. It would 
be a mistake to look on this bill as an isolated piece of objectionable legislation, 

Legislation dealing with flood insurance and atomic power must be viewed as 
aspects of this trend. 

There have been developments in the life insurance field which cannot be 
touched on here today, but which are part of the complete picture of this 
trend. These may be of more weight than the aforementioned examples taken 
from the property insurance field. Much as we would like to insulate the stock 
property insurance business from these developments, a realistic appraisal con- 
vinces us it cannot be done. 

The recent action of the Federal Trade Commission, we believe, is a typical 
example. 

The stock fire business, in the opinion of your committee, would make a 
grave mistake if it looked on the American hospital-Federal Trade Commission 
decision as limited to accident and health advertising. We suggest the States 
would make an even graver mistake if they viewed it as limited in impact to 
the business of insurance. 

The trend is reasonably clear—in the direction of an increase in centralized 
Federal power at the expense of the States. As a business regulated by the 
States, the insurance business cannot hope to escape the consequences of that 
trend. It is too early to say whether this trend will end or be reversed. That 
will depend in most part on factors far removed from the business of insurance, 
but the business of insurance must accept its fair share of responsibility for 
meeting and dealing with this problem. 

Nonlegislatwe activities—The National Association of Insurance Commis- 
sioners have committees seeking information, guidance, or solutions to several 
problems which are of considerable concern to the stock insurance business. At 
their meetings in New York in December 1955, and at St. Louis in June 1956, 
the method of installment premium reporting in the annual statement, a study of 
uniform surplus line law, a proposed model examination law, and flood and 
hurricane insurance were on the agenda. Also on the agenda at the St. Louis 
meeting were items relating to insurance on plants using radioactive materials 
and uniform statistical plans for block-type policies. 

The fire and marine committee, in adopting the report of its subcommittee 
studying installment premium reporting in the annual statement, recommended 
“the matter should be determined by the several States in the manner appro- 
priate to requirements of such States.” It was recommended the subcommittee 
be discharged. 

The committee on laws and legislation adopted the report of the subcommittee 
studying uniform surplus line laws, with a recommendation that the subcommit- 
tee be continued with a committee from the industry in the study of this matter 


in which considerable interest was shown. General Counsel Berry was appointed 
chairman of the industry committee. 
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The subcommittee on model examination law will continue its study of this 
ject. 
Sai ccncemaniites of the Federal Liaison Committee studying flood and 
hurricane insurance met in New York in March. In St. Louis this subcommittee 
met and heard further discussions and, after further consideration by the com- 
mittee, made the following recommendations : 5 

1. The committee be continued to study this matter. ; 

2. The term “insurance” should not be used if the premiums collected are 
not expected to be adequate to pay all losses and expenses ; but a subsidy is 
anticipated by the Federal or State Government. 

The term “indemnity” or some other terminology should be used to de- 
scribe the functioning of the Government in the relief to its citizenship. 

3. Express appreciation to the industry for its study and interest and 
ask for its continued cooperation. : : ’ 

Insurance on plants using radioactive material.—This matter was heard at 
St. Louis. The committee was advised of the formation of the “Nuclear Energy 
Property Insurance Association” and that the association was now accepting 
applications for insurance coverage. Other segments of the business also re- 
ported formation of similar organizations to insure property and liability 
eaaeen statistical plans for block-type policies—This matter was on the 
agenda for consideration by the committee on rates and rating organizations. 
The committee recommended a subcommittee be appointed to study this matter. 
It further recommended that the industry be requested to appoint a committee 
to cooperate with the subcommittee. 

Litigation West Virginia: Corporation license fees. Fire marshal tax (?). 
Delaware: Firemen’s pension tax. New York City: Gross receipts tax (?). 
American Hospital: F.T.O. case. 

This committee thanks company men, agents and staff who have contributed 
to the success of the committee’s work. Their names are too many to be men- 
tioned here, but it is our hope this report will come to the attention of all of 
them and that when they read these words they will take them as words of 
thanks—personal to each—from a grateful business. 


LAW OFFICES, LONG & LEviIT, 
San Francisco, June 4, 1956. 
Re 6400-U, PFRB; Partial subscribership ; Nevada appeal. 
GrorGce L. VARGAS, 
Vargas, Dillon & Bartlett, 
Reno, Nev. 


Dear Georce: This is in reply to your letter of May 16. 

1. I do not think it necessary or advisable to make any motion to strike with 
respect to the answers. 

2. Please go ahead with the preparation of a motion for judgment on the 
pleadings (perhaps including a motion for summary judgment), making it clear 
that the judgment we are seeking on this motion is not a judgment on the merits 
but merely a judgment remanding the case to the insurance commissioner for 
a decision by him on the merits. 

3. I think it would be also advisable to combine with the foregoing motion, : 
a separate motion asking that the case be remanded to the insurance commis- 
sioner to render a decision on the merits. This motion, of course, should point 
out that it is made upon the basis that the failure of the commissioner to decide 
the case on the merits was based upon his conclusion (following the opinion 
of the Nevada attorney general) that the provision of the Nevada partial sub- 
scribership section giving him the right to approve reasonable rules limiting 
partial subscribership was illegal or inoperative, and that this conclusion 
was erroneous as a matter of law. 

In this connection I would refer you to Jayson v. Pa. R. Co. (NJ 1925) 127 
Atl 169. There the court held that there was inherent power in the courts to 
remand an appealed case to the administrative body from which it was appealed, 
for a decision on the merits, where the administrative body had decided the case 
Solely on a matter of law. The appeal statute in that case, unlike the Nevada 
statute, did not provide for a de novo review by the courts, but it seems to me 
that the principle involved is nevertheless applicable. 








3882 THE INSURANCE INDUSTRY 


It appears to be a general rule that the courts have power to remand, even jp 
the absence of statute, where necessary to effectuate justice. Forty-two AmJur 
689-690, and cases. cited. 

Please send down a draft of the proposed motions, in duplicate, as soon as 
you can. 

Yours very truly, 
Bert W. Levit, 


OFFICE MEMORANDUM 
JUNE 4, 1956. 
To: J. Raymond Berry, general counsel. 
From: W. F. Williams. 
Subject: Taxation on “installment payment fee.” 


Attached is copy of excerpt from the April 1956 report of the insurance 
commissioner of California to the Governor. I thought you would be interesteq 
in this. 

W. F. Wittrams., 


EXAMINATION AND FINANCIAL ANALYSIS DIVISION, BUREAU OF EXAMINATION 
EXAMINATION REPORT HEARING 


In last month’s report to you, notice was given of a hearing to be held in 
Illinois on the report of examination of an Illinois insurer authorized to do 
business in California. 

A representative of your commissioner attended this hearing held in Chicago 
on April 13, before the Honorable Justin T. McCarthy, director of insurance 
for the State of Illinois. Present at the hearing were members of the examina- 
tion staffs of the States of Illinois, Georgia, and North Carolina whose examiners 
had participated in the examination with an examiner from California, as well 
as legal and accounting officers of the insurer. 

The insurer had objected to the examiners’ treatment of two balance sheet 
items: 

(a) Claims reserves. 
(b) Installment payment fees. 

(a) The insurer did not object to the amount of the claims’ reserves estab- 
lished by the examiners but did object to the manner in which the reserves had 
been set up in the financial statement of the report. After discussion and study 
of documents submitted by insurer, it was unanimously decided by the insurance 
departmental representatives present that the insurer’s method of reporting its 
claims’ reserves was acceptable and it was ordered that the report of examination 
be amended. This does not affect the insurer’s financial condition as determined 
by the examiners since there was no change in surplus. 

(b) Policyholders of the insurer who pay their premiums on the install- 
ment basis are charged an additional amount, called “installment payment fee.” 
The insurer does not consider these fees received as being premiums and does 
not report them as premium income nor does it allocate them by State for 
premium tax purposes. The examiners contended that these fees were part 
of the consideration paid by the policyholders for their insurance and should 
be accounted as premiums. 

The treatment of these fees as premiums involves an important tax problem, 
since, if they are premiums, they are taxable. Several States, including Illinois 
and California, have considered these fees as premiums. The California Depart- 
ment of Insurance had, prior to the date of the hearing, determined that these 
fees were taxable, had obtained from the insurer the amount of them that was 
allocable to this State, and had forwarded to the State board of equalization 
the amount of the fees and the premium tax thereon. The amount of tax so 
computed was assessed by the State Board of Equalization and the amount of 
tax was paid by the insurer under protest. The insurer on March 28, 1956, filed 
suit against the State Board of Equalization in the Superior Court of the State 
of California for a return of the amount paid under protest. 

After full discussion with the insurer’s representatives, it was unanimously 
decided by the insurance department representatives that the examiners‘ treat- 
ment of these installment payment fees were correct and that no change in 
the report of examination was to be made. 

(From Department of Insurance Report to the Governor, April 1956.) 


refi 
of t 


sup 
sior 








Se 


ear eo 


at 


ion 


led 
ate 
isly 


eat- 
> in 


THE INSURANCE INDUSTRY 3883 


OFFICE MEMORANDUM 


June 4, 1956. 
From: J. Raymond Berry, General Counsel. 


To; BE. M. Griggs. 


Subject : Installment Fire Premiums. 


Enclosed is copy of memorandum prepared by this office October 7, 1955, with 
respect to recording and reporting of installment term fire premiums for annual 
statement purposes. 

While this brief was not used at the recent convention in St. Louis, it is sent 
to you as a matter of information so that you will be familiar with the official 
position of the national board. 

J. RayMonD Berry, General Counsel. 


MEMORANDUM IN SUPPORT OF PRESENT POSITION OF NAIC WITH RESPECT TO THE 
RECORDING AND REPORTING OF INSTALLMENT TERM FIRE PREMIUMS FOR ANNUAL 
STATEMENT PURPOSES 


The present position of the NAIC on the reserving and recording of installment 
term fire business for annual statement purposes is as follows: 

“1, The income in each year’s statement should reflect actual amounts charged 
to and payable by the assured during the year on term policies written on an 
installment basis. [Italic supplied.] 

“2. The unearned premium reserve carried by the reporting company should 
reflect the unearned premiums on such charges registered and in force at the end 
of the statement year.” [Proceedings of NAIC—1951, p. 527.] 

This memorandum is submitted by the National Board of Fire Underwriters in 
support of the above position of the National Association of Insurance Commis- 
sioners. State another way, the national board is— 

1. Opposed to any change in the 1951 National Association of Insurance 
Commissioners recommendations quoted above which would call for manda- 
tory full reserves, and 

2. Opposed to the optional treatment of reserving said business. 

Our reasons for this position follow : 

Any change which would compel an insurer to reserve on a full term basis 


or would permit an insurer, at its option, to reserve either on the annual basis 
or on the full term basis 


1. DISTORTS THE ANNUAL STATEMENT 


(a) By distorting assets—The unpaid installments are carried in the state- 
ment as assets under the headings of premiums and accounts receivable. This 
is misleading to the public because over a long period of years insurance com- 
panies have included in these items only amounts which will be collectable in not 
more than 90 days, and therefore may be considered to be available for the pay- 
ment of losses and claims. Now it is proposed to include in these items amounts 
which will not become due or collectible for 1, 2, 3, or 4 years in the future; 
and then, only if the insured continues the contract. These items are not repre- 
sented by any legal evidences of indebtedness and cannot be made available for 
payment of losses, claims, expenses, taxes, or other current liabilities of the 
company. 

This fact may better be understood if the terms “assets” and “current assets’ 
are defined. The simplest definition of an asset is wealth owned, and an equally 
simple definition of a current asset is, assets (wealth owned) which can readily 
be converted into cast. It is inconceivable that such items can be said to have 
assets value. 


‘ ca such items as assets violates the laws of many of the States referred 
0 below: 

The insurance laws of Alabama, Massachusetts, Minnesota, and Tennessee 
specifically provide, in determining the financial condition of insurers, there 
shall be “allowed to the credit of the company only such assets as are available 
for the payment of losses and claims”. (Alabama, sec. 61; Massachusetts, sec. 11; 
Minnesota, sec. 60.20; Tennessee, sec. 6106. ) 

The laws of Connecticut, Idaho, Illinois, Indiana, Iowa, Nebraska, Ohio, Oregon, 


— Washington, and Wisconsin provide, in substantially similar language, the 
ollowing : 
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“No insurance company shall anywhere publish, represent, or advertise assets 
except those actually owned and possessed by it in its own exclusive righ 
available for the payment of losses and claims and held for the protection of jts 
policyholders and creditors.” (Connecticut, sec. 6080; Idaho, sec. 41-1201; Ny. 
nois, sec. 147; Indiana, sec. 39-5019; Iowa, sec. 515-91; Nebraska, sec. 44-392. 
Ohio, sec. 3999.10; Oregon, sec. 736.605; Utah, sec. 31-27-7; Washington, sec 
48.30.070 ; Wisconsin, sec. 201.45-2). 

Montana and Wyoming limit advertising of assets to “cash assets liable for 
losses.” Michigan and Pennsylvania prohibit respectively “any representation 
that the financial condition is other than it actually is or was at the time of mak. 
ing such statement,” and any financial statement “which does not accurately 
state its true financial condition.” 

The State of New York, by regulation No. 2 requires in relation to advertise. 
ments that: 

“If any of the assets reported in the statement are not in the insurer’s actua] 
possession or under its control * * * such situation shall be clearly indicated 
in the statement filed with the insurance department and in a suitable manner 
in all advertisements of the financial condition of the insurer.” 


This regulation further requires, where a company desires to advertise its 
financial statement prior to actual filing thereof, that two officers file with the 
department a copy of the proposed advertisement together with an affidavit that 
“the company was actually possessed of the assets set forth in the foregoing 
statement and that such assets were available for the payment of losses and 
claims and held for the protection of policyholders and creditors, except as here. 
inbefore indicated * * *” 

The form of affidavit to be executed on filing the convention blank states that 
“all of the herein described assets were the absolute property of said insurer 
* * * except as herein stated.” 

In the light of the above, it is difficult to see how a company can claim as an 
asset those unpaid installment premiums, which are not represented by any legal 
evidences of indebtedness, which the insured cannot be compelled to pay and 
which certainly are not available for the payment of losses and claims of policy- 
holders or creditors. 

(b) By distorting liabilities—The setting up of a full-term reserve for un- 
earned premiums does not change the misleading character of the statement; 
it is equally deceptive because it is not a true statement of the company’s liabil- 
ity on these contracts. The purpose of the unearned premium reserve is to 
require the company to state as a liability the amount it would have to return 
to policyholders on cancellation of their policies. Under the installment en- 
dorsement, the company is not liable for, and the policyholder has not any right 
to receive any part of an installment that has not been paid. Consequently 
when the full reserve is set up, the company has not correctly stated its liability. 

The statement is, therefore, misleading both as to assets and as to liabilities. 
It is further misleading because it does not indicate that certain of the assets 
are in effect earmarked as against certain of the liabilities. If a company goes 
into receivership, rehabilitation or enforced liquidation, the balance sheet on 
the day after that event is entirely different from the balance sheet immediately 
before, because the unearned premium liability in respect of unpaid installments 
is eliminated, and with it the so-called assets which consisted of those unpaid 
installments, and they are not available to creditors of the company. 

Setting up a full-term reserve on an installment contract which runs for more 
than 1 year appears to violate the laws of several States. 

The law of Wisconsin, section 201.18 provides: “Where risks are written for 
more than 1 year and the premium is paid on an annual basis, the reserve shall 
be computed at 50 percent or the monthly pro rata portion of the premium 
received each year.” 

In addition, the statutory basis provided in the laws of Alabama, Georgia, 
Kansas, Michigan, South Dakota, Tennessee, Texas, and Vermont, for setting up 
unearned premium reserves is “premiums received” (meaning those payable with- 
in 90 days), and it may well be that insurance companies of those States carry- 
ing any substantial volume of installment business may insist on the basis 
provided by law. 
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2. DISTORTS THE UNIFORMITY OF THE ANNUAL STATEMENT, WITH SERIOUS 
‘ CONSEQUENCES TO STATE REGULATION AND TO THE BUSINESS OF INSURANCE 


The inflation of the assets, liabilities, and commissions by millions of dollars 
for those companies reporting on a full-term basis while other companies report 
on an annual basis will remove one of the important functions of the annual 
statement which is uniformity of treatment. Such lack of uniformity would 
have the following results : , 

(a) Destroy the value of the annual statement.—This statement has been 
used for more than a quarter of a century as a means of promoting greater uni- 
formity in the determination of more accurate underwriting and investment 
results during a given calender year and in providing a statement of each com- 
pany’s condition as of the close of such a year. 

The degree of uniformity obtained and the accuracy of the results set forth 
in the annual statement resulted in its adoption by the Congress of the United 
States as a basis for determining an insurance company’s income for Federal 
income tax purposes. , 

An insurance executive of that day made the following comments on the new 
Revenue Act of 1921 which are equally appropriate today : 

“The provisions of the law add considerably to the importance and promi- 
nence of the annual statement and the acceptance of this statement as repre- 
senting fundamentally correct accounting principles and results in the insurance 

siness. 
et behooves every insurance company official having to do with the prepara- 
tion of annual statements to make sure that all of the items entered clearly 
represent the facts. This is particularly true as concerns reserves and other 
liabilities as the annual statement now becomes a document important not only 
to the States, but also in relation to tax returns to the Federal Government.” 

(b) Endanger present Federal income tax base.—Since January 1, 1922, the 
annual statement has occupied a unique position in the Internal Revenue Code. 
It is the only case where the annual statement of an industry is used as a basis 
for computing such industry’s Federal income tax liability. Because of the 
specialized nature of insurance accounting, based in a large measure on the 
special requirements of State laws and insurance department rulings, and to 
provide uniformity among the companies in reporting their net income for Fed- 
eral income tax purposes, the Revenue Act of 1921 used the convention form 
annual statement as approved by the national convention of insurance com- 
missioners as a basis for computing the Federal income tax liability of a stock 
fire insurance company. 

The original basis of taxation has been followed in all subsequent revenue 
acts, as well as through the period 1939 to 1953 when the Internal Revenue Code 
of 1939 was in effect, and remains the present basis of Federal income taxation 
of fire insurance companies under the Internal Revenue Code of 1954. 

During all of this time the Treasury Department’s position in Federal income 
tax matters has been and still is to deny a deduction for all contingent liabili- 
ties. When companies which are reserving on a full term basis report in the 
annual statement a deduction for 5 years’ commissions, when only 1 year’s 
commission has actually been paid (the remaining 4 years represents nothing 
more than a contingent liability for future payments, based on the assureds 
continuing to pay all annual premiums during the remaining life of the policy), 
they are following a procedure which is directly contrary to Treasury Depart- 
ment policy. 

If any sizable portion of the business reports for annual statement purposes, 
and in turn for tax purposes, a deduction for unpaid commissions which might 
possibly be due during the succeeding 4 years, it can only result in producing 
; Federal income tax problem of major proportion for the stock fire insurance 

usiness. 

This procedure could result in future disallowance of the annual statement as 
a basis for Federal income tax purposes, and the establishment of the prepaid 
expense items covering all business written. Such a result would produce a 
transition year Federal income tax liability conservatively estimated at well in 
excess of a billion dollars. 

At the present time only a few companies have switched from an annual to a 
full-term basis for reserving installment term business. A few additional com- 
panies have been on the full-term basis for reserving installment term business 
Since they first started writing this business. However, authorization of the 
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optional basis by the NAIC would invite all companies to reserve on whichever 
basis produced the greatest tax advantage for the year under consideration. 

(c) Increase the prospect of further SEC regulation.—It is common knowledge 
the Securities and Exchange Commission is anxious to bring all insurance eo. 
panies under its regulation. In recent years two bills have been introduced jp 
the Congress to accomplish this result and one of those bills is still pending, 

The Securities Act presently imposes liability for “untrue statement of 
material fact or omission to state a material fact required to be stated or neces. 
sary to make statements not misleading.” 

The Securities and Exchange Commission has a regulation which provides 
“items classed as current assets shall be generally realizable within 1 year. 
However, generally recognized trade practices may be followed with respect to 
items such as installment receivables, provided an appropriate explanation of 
the circumstances is made and, if practicable, an estimate is given of the amount 
not realizable within 1 year.” 

The conclusion seems inescapable that if optional treatment were to be per. 
mitted in the annual statement of insurance companies, an additional argument 
will be given to the Securities and Exchange Commission that its jurisdiction 
should be extended to cover all insurers. 


8. RESULTS IN THE PAYMENT OF 1 YEAR’S COMMISSION: BUT THE ERRONEOUS 
REPORTING OF 5 YEARS’ COMMISSIONS AS BEING PAID 


Such a procedure should result in the inaccurate reporting of expense data in 
the annual statement. 

It was stated during the meeting of September 27, 1955, that these figures were 
not recorded in the annual statement as commissions paid, but as commissions 
incurred. This is not a correct statement. If we turn to page 10 of the annual 
statement, we find that item 2 covers commission and brokerage paid during the 
calendar year and that the total of column 4, line 22, represents the total of 
expenses paid. In order to get the incurred expenses, unpaid expenses for the 
current year, line 23, is added to the total paid expenses, line 22, and from this 
figure is deducted the unpaid expenses of the previous year, line 24, to arrive at 
expenses incurred, as shown on line 25. 

The total of expenses paid, as shown on line 22, column 4 of page 10, is trans- 
ferred to line 10 of page 12, which is entitled “Expenses paid” (pt. IV, item 22, 
col. (4)). This language quite clearly indicates we are recording and dealing 
with expenses paid, including commission expense. 

Where a single year’s premium is paid and a deduction of 5 years’ commissions 
is reported on pages 10 and 12 as paid, it raises serious question as to the accuracy 
of the annual statement wherein such figure is reported. Apart from the above 
consideration such treatment appears to violate the laws of Colorado and New 
Mexico which provide in part as follows: 


“commissions conditioned upon the payment of future, or deferred premiums 
shall not be considered a liability.” 


CONCLUSION 


1. We submit that the proper basis for handling installment term business is 
to require that it be set up and reserved for on an annual basis and so shown in 
the annual statement. 

2. We urge this subcommittee support this position by recommending no change 
in the present position of the National Association of Insurance Commissioners 
with respect to the handling of installment term business by stock fire insurance 
companies. 

Respectfully submitted. 


J. RAYMOND Berry, General Counsel. 
OcTOBER 7, 1955. 


JUNE 5, 1956. 


Office memorandum. 


To: General manager. 
From: J. H. Finnegan. 
Subject: Meeting of the NAIC at St. Louis, May 1956. 
The blanks committee’s report to the executive committee was adopted. 
The rates and rating organizations committee accepted the national board 
proposal to withdraw its recommendation for the amendment of the sprinklered 
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fire classes but requires a single countrywide tabulation of HPR business ac- 
cording to the standard classification. Copy of the rates and rating organiza- 
tions report is attached. ; m= 

The committee also gave attention to the question of the uniform statistical 
plan for block type policies and under this heading Commissioner Taylor of 
Oregon set forth the following items which he believes should be studied. 

(1) What statistical plan shall be followed? 

(2) Effect of withdrawing premiums and losses from established classes and 
putting them in a separate mercantile block grouping. 

(3) Should multiple line business be broken down by formula and assigned 
to established lines? (From the fact that a special point is entered with regard 
to a tax breakdown, it would appear that this item refers to assignment for 
classified experience or annual statement purposes. ) 

(4) Should the named peril rates be used in computing multiple peril rates? 

(5) If named peril rates are not to be used in computing multiple peril rates, 
what statistics are to be employed until sufficient multiple line experience has 
been accumulated? 

(6) What provision should be made for the handling of multiple line business 
in rating bureaus? 

(7) How are tax allocations to be made? 

(8) Should the standard fire policy be the basic form? 

(9) How far should multiple line business be extended? 

(10) Where there is a conflict of lines of business combined in a multiple 
line contract, which line shall apply? 

(11) In the case of conflict, which rating law is to be used and can a switch 
from one rate law to another be made? 

After Commissioner Taylor presented his 11 points, zone II presented a reso- 
lution which originated in West Virginia, recommending that the rates and 
rating organizations committee be requested to study the all-industry rate regu- 
latory laws insofar as these referred to the problems of multiple line contracts. 

As indicated in the attached report a new subcommittee of the rates and 
rating organizations committee was created and there was some mention of 
recommendations being made by next December. 


J. H. F. 


QUESTIONNAIRE 


In connection with study now being made of insurance rate regulatory legisla- 
tion, we invite an indication of your preference on each of the following points. 
Please check ‘‘Yes’’ or ‘“‘No’’ as to each question and subquestion on the enclosed 
copy and return same to J. Raymond Berry, general counsel. 


With reference to rating organizations, do you prefer: 


Be URRUNe Gs SUCUIETY BORIIIR ois icin a cbdbacis Yes (1) No 
2. Amendment of present all industry pattern: 
(a) To make clear that subscribership must be co- 
extensive with the jurisdiction of the rating 
bureau to the extent of the subscriber’s writings 
Be Ce IG ac eteeretttienitesiimninaa aaa Yes (] No 
(b) To make clear a rating organization and each 
member and subscriber thereof is an interested 
party with a right to be heard on independent 
filings or filings of other rating organizations 
which filings apply to any kind or class of risk 
covered by filings made by the first named rating 


organization_~—_......__._. spiticiee his nidbedalniede Leah Xe Yes No QJ 
(c) To make clear agents and brokers are interested 
parties with a right to be heard on rate filings by 
any rating organization or independent-__-__--_- Yes (] No 
(d) To prohibit membership or subscribership in more 
than one rating organization for the same kind or 
IN A OI ne ae ee Yes (] No 
3, Single rating bureau with mandatory membership by all 
insurers with deviation privilege (so-called North Carolina 
MD sti 2 Ge al ee Yes 1] No 
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4. With reference to indivisible premium policies where the 
coverage extends beyond the current rate making of $v! 
existing fire rating organizations: 

(a) A separate rating organization, membership, or 

subscribership in which shall not be deemed a 

violation of 2(d) above._........--.-.-------- Yes (1) No 0 
(b) Identical filings by existing rating organizations 

which are presently making rates for separate 


| 


kinds of insurance, e.g., fire, casualty, inland : i 
a NN cee ee ae Yes No 0 
With reference to deviations, do you prefer: 
1. That no deviations be permitted_-_--............--------- Yes(] No 3.8 
2. That deviations be permitted under certain limitations_... Yes [] No 0 4. ¥ 
3. That the all industry deviation section (see schedule A at- 
ag ee lg NI al iI DG A Nea Yes] No mf Wit 
4. That the all industry deviation section be amended to make | 
clear— 
(a) That deviation can be obtained only after deviator 
has been writing in the State the kind of business 
as to which deviation is sought for a reasonable | 
Ci gs FA PIT snk 8 AE Nie 1. Yes (] Me 0 
(b) That deviation may apply to one or more classes._. Yes [] No 0 
(c) That deviation must apply to all classes by— 
(i) Uniform percentage... 3 220 2282 2h YesQl Noo 
(2) Different percentages applicable to differ- 
ont cleanses... 2. es ee YesQ) Nog 
(d) That deviation may be supported by experience: 
Ct) eeswiee fer! = flit fo cst le Ui eel. YesO No 
(2)  Mxpense-Wite) or overt Pewee ee eek Yes(}) No] 
(3) Both loss and expense experience _ - - - -_-- Yes() No] 
5. That loss experience means: 
(a) Experience of the deviator in the State_________-- YesQ) No 
(b) Experience of the deviator in the State and in some 
SN 2 Id, A tia al sein dn eit egin Rien Mibaishinn lain teense YesO NoQ 
(c) Experience of the deviator in the State and all = 
other States in which deviator writes__...------ YesQ) No , 
(d) Experience of all companies in the State__....---. Yes] No : 
(e) Experience of all companies in the State and some _ 
I io ik Mi licen allie hnics etiiagen Yes) Nog 
(f) Experience of all companies in all States.._......__. Yes [] No 
6. That expense experience means: 
(a) Experience of the deviator in the State_________-- Yes) No 
(b) Experience of the deviator in the State and in some 
BN oo siren niceeernm mabe okies Yes) Nog 
(c) Experience of the deviator in the State and all other 
States in which deviator writes__.._._._._..___--- Yes (] NoQ 
(d) Experience of all companies in the State__....._.-. Yes) Noj 
(e) Experience of all companies in the State and some 
SN ea 5 ahaa eS dae el Yes(] No] | 
(f) Experience of all companies in all States._._._......_. Yes (J) No 
LT ee 
(Company) 
By 


~~” (Chief Executive) — 


Marca se, 1956. 
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SuMMARY OF ANSWERS TO QUESTIONNAIRE TO MEMBERS OF EXECUTIVE COMMITTEE 
Unber DATE OF MakcH 23, 1956 


Nee EES ESESESSSIISSSnnInISREnnEnEererer 
No | No 











Yes 
| answer 
ED —_—- — 
§, Precept oll industry pattern.._......... 2... coe onkh snes. | s Wtaccid 
9. Amendment of present all industry pattern: 
) 22 2 4 
(b).- ------------------------------------2--- 2-222 eee eee eee 21 4 3 
(€) . - -----5---- 2-2-2 2n n-nonane ooo no ee nee ee eee ee 4 21 2 
(d).-.------------- za2+----- ~=~~~~-=---~----- intr era -------------------- 22 2 3 
3. Single rating bureau with mandatory membership, ete___.............______- ll 16 1 
4. With reference to indivisible premium policies: 
@) - 2222-22 nn non ee nnn nn nn nn on en ne ne eee eee 15 12 1 
RE Shien thede minetusiatawalewkcdhanisudmabiitniencie din cdl 14 ll 3 
With reference to deviations, do you prefer— 
ie es See ep emmnieet DO re. cok a cs te cee 25 3 
2. That deviations be permitted under certain limitations............._ 22 3 3 
3. That all industry deviation section be left unchanged___._......_ 5 20 3 
4. That all industry deviation section be amended to make clear: 
IBY oie anew cn nse snsee wes a cece ends ciee cédndeeeeecee 18 7 3 

BR och Miata nites Stehuu see ah se SweeWaecnavensaebowaddedwetnbivawnstieceddieu 16 4 3 
fan Mei SUNOINONO. 5. este eS cha Dadian eee 9 16 3 

Cop Lommer ens SPUNNONE, O00. 2... ones on 7 18 3 

(d) (1) Losswise, or__......- Sten cae eeu eteceuvedssuussbaduewésbiinba 1 17 10 

EERIE EOI TIN 3 14 11 
ae Beet Sees ee OMNINDS. Siu si oes eee es 23 2 3 
5. That loss experience means: 

Seen aipd ne tintincacd swine Dehn smabitnd laid slams lhnslabiasieakd sell itr c's: 10 10 8 
(9). -nnnnonno-nnoonen-s-anewn wenn nw tena sesnesnenncetene seen teeede ene 3 19 6 
FEE i Ahh eos mae ee i merwtenitigpatiensgitineuwiisivonnatiosnidtiie idee 4 16 8 
eid thien ned eek ek wana s hentia casa snvnneuenonanasekanspaesenal, 8 15 5 
Bp dean senennwinsenmowgacesesenssscaTolccesectene nen ee 2 18 8 
epi eninnss a ingame ake htc ana acninctoms kecsolicig dnote ge 10 20 8 

6. That experience means: 

GB) 2 wna nnn 2-2 2 oo on ne on nnn eee eee 6 14 s 
Rnsatapidansnshsans<stnswastuantatpussannashenarseoing ne 2 19 7 
 diarbentte sive senna Soperenhcdncdennicd anager ed 10 11 7 
ep said Acteiasindannihinaeneusat anon badeakaneenbinereee ae ee 6 15 7 
Wi Sg Skiba intents entre tingle tnaeeanoaetmesntimha ramen ee ee 2 18 8 

sada Pnceachcncasaccennsccasenacsnaewacuqunensaneseeemontnesaanes. 2 20 6 


enemies iiseoeeeieee oeeee 


Some of the above were qualified. The qualifications will be discussed at the 
meeting. 
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SumMMARY OF REPLIES FROM 29 COMPANIES TO QUESTIONNAIRE IN CONNECTION 
Wits Stupy Berne MADE or INSURANCE RATE REGULATORY LEGISLATION 








answer 
iti ssl 
With reference to rating organizations, do you prefer: 
a I oso ncmeddbusasusescouskavndiinaidaceecsses ~ 21 0 
2. Amendment of present all-industry pattern: 


(a) To make clear t'1at subscribership must be coextensive with the 

jurisdiction of the rating bureau to the extent of the subscriber’s 
ee re ane a 23 2 ‘ 

(b) To make clear a rating organization and each member and sub- 

scriber thereof is an interested party with a right to be heard 

on independent filings or filings of other rating organizations 

which filings apply to any kind or class of risk covered by 
filings made by the first named rating organization___...______- 22 4 3 

(c) To make clear agents and brokers are interested parties with a 

right to be heard on rate filings by any rating organization or 
I sic tins Src rosie unico naeane Meine ign SI tetas wee es 4 22 3 

(d) To prohibit membership or subscribership in more than one 
rating organization for the same kind or classes of business___-_- 23 3 3 

3. Single rating bureau with mandatory membership by all insurers with 


deviation privilege (so-called Nerth Carelina pattern)...........___.__- ll 16 9 
4. With reference to indivisible premium policies where the coverage ex- 7 
tends beyond the current ratemaking of existing fire rating organiza- 
tions: 
(a) A separate rating organization, membership or subscribership 
in which shall not be deemed a violation of 2(d) above_________- 15 13 l 
(b) Identical filings by existing rating organizations which are pres- 
ently making rates for separate kinds of insurance, e.g., fire, 
SS) SS Se ee ee 15 ll 3 


eee oun“aeosshaSs_A“Ssaws——q_aooOouaSaSsSaooosooooooooooS 
With reference to deviations, do you prefer: 





en Sa COU NNONON 10 SOME IIENO eon ence cdbcGnndcenacueweaaanace 0 26 3 
2. That deviations be permitted under certain limitations___...... 23 3 3 
3. That the all industry deviation section be left unchanged 5 21 3 
4. That the all industry deviation section be amended to make clear: 
(a) That deviation can be obtained only after deviator has been 
writing in the State the kind of business as to which deviation is 
is ae GID CN ea encore ce esac ues 19 7 3 
(6) That deviation may apply to one or more classes. .-........-...-- 16 10 3 
(c) That deviation must apply to all classes by: 
I I one tw nnneaanens 10 16 3 
(2) Different percentages applicable to different classes... ..-- 7 19 3 
(d) That deviation may be supported by experience: 
AS EE ee ey ee 1 17 ll 
RNS oni ecinddannnedeeenvnbbeeneninadcacekinus 3 14 12 
(3) Both loss and expense experience...............-.....-.-- 24 2 3 
5. That loss experience means: 
(a) Experience of the deviator in the State.............-.-.....----.- 10 ll 8 
(6) Experience of the deviator in the State and in some other States_- 3 20 6 
(c) Experience of the deviator in the State and all other States in 
I I NTI 5, os statin ne cin bcbaeniekacsbacanaca 5 16 S 
(d) Experience of all companies in the State__................--.....- 8 16 5 
(e) Experience of all companies in the State and some other States__- 2 19 8 
(f) Experience of all companies in all States..................-----.-- 0 21 8 
6. That expense experience means: 
(a) Experience of the deviator in the State._.........-.---....----.-- 6 14 9 
(6) Experience of the deviator in the State and in some other States_- 2 19 8 
(c) Experience of the deviator in the State and all other States in 
Sere PIE WEN no BF. no cgb cn cccccdecckocccceousucne 10 ll 8 
(d) Experience of all companies in the State.............-....-------- 6 15 8 
(e) Experience of all companies in the State and some other States_-- 2 18 4 
(J) Experience of all companies in all States..............-...-..-.--- 2 20 7 





June —, 1956. 
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(Sent to executive committee with notice of June meeting, June 11, 1956) 
eit 

















| 
Yes No | No 
| answer 
Fe eas aa = — -_ 
7 nce to rating organizations, do you prefer: | 
W - nen IO OI shane nionsnnsnsse battiignitiedidiightiasncenen 8 21 0 
9. Amendment of present all-industry pattern: ; ; | 
’ (a) To make clear that subscribership must be coextensive with the 
jurisdiction of the rating bureau to the extent of the subscrib- 
FS EC TE I os iccn one bnagntminemminas , 23 2 4 
(b) To make clear a rating organization and each member and sub- 
scriber thereof is an interested party with a right to be heard on | 
independent filings or filings of other rating organizations which | 
filings apply to any kind or class of risk covered by filings made 
by the first named rating organization --_-_--....---- wis enwirs miinire 22 4) 3 
(c) To make clear agents and brokers are interested parties with a 
right to be heard on rate filings by any rating organization or 
independent-.-------- o---e------- enon nnn enen dane s+ 0----------s- 4 22 3 
(d) To prohibit membership or subscribership in more than one rat- 
ing organization for the same kind or classes of business_ snsietiewe 23 3 3 
3. Single rating bureau with mandatory membership by all insurers with 
"deviation privilege (so-called North Carolina pattern) -_--...........-.-- ll 16 2 
4. With reference to indivisible premium policies where the coverage eXx- 
* “tends beyond the current ratemaking of existing fire rating organiza- 
tions: ‘ ao . , re 
(a) A separate rating organization, membership or subscribership in 
which shall not be deemed a violation of 2(d) above_____________- | 15 13 1 
(6) Identical filings by existing rating organizations which are pres- 
ently making rates for separate kinds of insurance, e.g., fire, 
casualty, — a decides nana ela aanaaalcttaa aka 15 ll 3 
yj ference to deviations, do you prefer: 

. ike no deviations be permitted --.-_---- KtikeensedheGesunessauasasanegen 0 26 3 
2. That deviations be permitted under certain limitations____........-...-- 23 | 4 3 
3. That the all industry deviation section be left unchanged ____._._..__..-- 5 21 3 
4. That the all industry deviation section be amended to make clear: 

: (a) That deviation can be obtained only after deviator has been 
writing in the State the kind of business as to which deviation 
SE CRITE OE Oe I Big si iG be eiccincwacmcveewsuae 19 7 | 3 
(6) That deviation may apply to one or more classes-_-...........---- 16 10 3 
(c) That deviation must apply to all classes by: 
CR) Ce III ito vic etre DEL dethch eed ndechosemdientin 10 16 3 
(2) Different percentages applicable to different classes__.__-- 7 19 3 
(d) That deviation may be supported by experience: 
CE) No alterdk td tence tind anda noneienskwikeiiniene 1 17 11 
Cy Te OE Sic cited cee hasta stnnatiola sae 3 14 12 
(3) Both loss and expense experience ----.......-.-.....-.-.-- 24 2 3 
5. That loss experience means: 
(a) Experience of the deviator in the State_-__.......-.-.-...-.-..-. 10 11 8 
(6) Experience of the deviator in the State and in some other States 3 20 6 
(c) Experience of the deviator in the State and all other States in 
EE CRU ENGEET WHET iso hare a ne cancdanadecwhanncnecumenm tees 5 16 8 
(d) Experience of all companies in the State. ._._...._....._._-_-__.-- 8 16 5 
(e) Experience of all companies in the State and some other States_-_- 2 19 8 
(f) Experience of all companies in all States_.................-_____-- 0 21 s 
6. That expense experience means: 
(a) Experience of the deviator in the State____.......-------_ 6 14 9 
(6) Experience of the deviator in the State and in some other States- 2 19 8 
(c) Experience of the deviator in the State and all other States in 
SURE SENET CONNIE a So is ns Sens nae Eon ecnkeinatdcmaade 10 ll 8 
(d) Experience of all companies in the State_.........._._..____.____. 6 15 . 
(e) Experience of all companies in the State and some other States. _- 2 18 9 
(f) Experience of all companies in all States._...........-_-_______.- 2 20 7 





June—, 1956. 





SuRPLUS LINE STATUTES 


SUMMARY 


Thirty-nine States have a surplus line law. 


Four States, Alaska, Maryland, Minnesota, and Wyoming (no surplus line 
law) permit placing insurance with unauthorized insurers and tax same. 
uaa” States, for the year 1954, reported “taxes received” aggregating 

Twenty-eight States receive information after policy is written. 


Fourteen States receive information before policy is written. 
One State (Maryland) receives information before or after policy is written. 
JUNE 12, 1956. 
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Surpitvus LINE STATUTES 
ee eee | St 





Informa 
State Surpluslinelaw | Amountof| Rate of before tion 
taxes taxes after policy 
written 
ca 
OS ee eee eee scene PeGienancacaskateseleseneena Reecahihd 
annie einanianhed dakindepmanninbl Cer amd $66, 746 2 | After. 
a tae ane cian nin aesthmGane Rc ricteeesaaieeeaceed 37, 681 3 Do 
Nh aed hn ceneamonmneal Bc vencnibe Koa sinha BAe aaa ie ca esi bia dares . 
California.......... savin tel eon iad aie ahaa eas hana ML cE beAeoe ae 600, 000 3 Do 
| ae ae ceubabewdd ead ees Ll cascha 11, 500 2 | Before. 
Connecticut-.....-.-.- natch setae dosemeter coast aac 22, 131 4 After. 
I on oo cuisine ceannnducie- beatae dae BO sien PE SUSL SINE Snide By evict 
res Gr COPIER, 0. once wdc iwcednssckcawed MS Sheed kent 2 
Nd oo 5a cin enim mien a minieateelodauiaaeaae ch sot ckaua eee 35, 412 2 Do 
GEE 8 ic cnicadonnncnshiatiseuenanntoume A ttl coc eatin bk obese Bawaba te ualt j 
ye csc cte bers seed wicinngs sickening MM. Sas 45a alae 11, 005 4 Do 
RE A vaca nk aetianiateedahur wesw aehaeetnee MRS Jou. SI SeehS 9, 208 3 Do. 
I ene es ee ee er Oe UT oi ca2 sess 8 (?)607, 000 2 Do. 
IN So is cand nscndeneswedranemiedstnn NE  oectntacaee nae (2) 2% Do. 
aan oe eae MO SOI ak IM eS rl sa a ‘ ; 
eS Se aaeeeenonsemuieent bs ree eee 3 4, 216 2 Do 
os senate kody aah waee idee tou 1,742 4 Do. 
Louisiana__-......-.-- ici eto tiakcoas iceeaeen io ae MDs dicbwideed dead 40, 000 (4) Do, 
NO ia oiritccien sensecsecesesnudedbemeteea WOE. SSL. oe 7, 064 2 | Before, 
Iii rcttencccciew cna renb ise seudieaetles PON aan ii dal 23, 784 55 | After, 
$244) Before. 
IOI. 6 isin en nent cgcccceeteaeelis URS a athe e 76, 369 4 Do. 
eels lines crimes ithcin erncense seeialen anes LY ent d Cad 35, 741 (4) After, 
I. .cccpadce nia nnbedeane ete a aaa No (sec, 71.24)-_...- 1, 634 2 | Before, 
NE io cation canncadeuhtanwaiinceakabee US ised chet a ed ce 4 Do. 
Se 25d. catesedasheranhewtekiten I  nseieawieenisnesel innit Nin 75 Do. 
82 
MIE eed onda o <2 555 cedwencnaassesen EE rcccnnne omaha wei ce 2 Do. 
Rot Do Oh oad Seaman Ses ed 3, 655 2 | After. 
oe. cn i neseeseowenecaeill WSS Souter as (°) 2 Do. 
PUG MIND... 5 on ctiinc nda cskdne dune Wee ites ek a 1, 300 2 Do. 
BE SI 5 coin dhiccdnkunent-sdtucieensaedelee WR aisewceSusesn 17, 523 3 Do. 
DEO BRUNI. cicecicccnnquansndecccsdnachies Weis st te ec 2 Do, 
WI sg hc nde Sebo ccccni ccna needtens Ra ecnwade 215, 200 3 | After (in 30 
days). 
i ot = 22 ic cnebaoanaee WOK eotests tees 28, 887 5 | Before. 
RE PND iets tacnivsntancentcechhwednae I ae lyscaca 239 2% Do. 
Shel kero an adie = in wiateasee baieae | SRP ere are 60, 446 5 Do. 
MI ic cectconcacacsonsuasancatwumnaeal BPO sews cuGUUTR ide nhs daceeen ke 
is cnt ccanmagie sab oabacnauemen ia a cenmal 76, 048 2\4| After. 
I scene e sccctananckncchsunasieie arctdsinpashes tomo (11) 3 | Before. 
ND oe Redden kta dcakanemnaeeed Se Pesta laws 3, 665 4 Do. 
I la as hal Gratin stein ek eaiarenS PO aivedievcnwnaanil ondnnd bil ceRaaeeehe 
oS openincnctaiiwbana EN eee ee (1) 4 Do. 
eS Se eer eee MUR Echt nasdbict 378 2% Do. 
TO inde dices ccdeuscBebndin stile PO Metis etic (13) 4 | W.C. after, 
244] Fire. 
2 | All others. 
IN a iah Rta atic Anas dni obs nucnentne ola Sealed Wei si256 tsi (%) 5 | After. 
RE ee Se ee ere WR. iseeeccus a 19, 403 3 Do. 
Me Rinna chanenecedaceabaecagh DES icdtcarannad (13) 3 Do. 
a ee as Mb... ates sol eisives. pu. eccuabeay 
eee NG a tacca alkene 61, 000 2 Do. 
TE PIR ed imkn won cenSeewiut hen acne PO asueltcied 2, 065 2 Do. 
I os aE a ok a Sa aitenn widen aealianioes dae eae 9, 633 ® Do. 
PUN Cs aich ata eins cots edad coee nie Acca Pee. 6165 c.eds Sahil 2, 325 5 Do. 





1 Alaska: Insurance commissioner may authorize the placing of certain classes of insurance which cannot 
be obtained from admitted companies with nonadmitted companies * * * (sec. 42-2-15). Insurance 
commissioner may issue a license to a nonresident agent or broker who conforms to this act to place policies 
of insurance with nonadmitted companies * * * (sec, 42-2-17). Sec. 42-3-2: Permits the licensing of 
nonresident agents and brokers to act as surplus line brokers. 

2 Not given. 

36 months. 

4 Normal. 

5 Sec. 121. 

6 Sec. 122. 

7 Sec. 375-180. 

8 Sec. 375-190. 

§ Not available. 

10 Oklahoma: Selected and individual risks may be placed in nonadmitted companies upon a satisfactory 
showing for each risk with the insurance department. If approved by the commissioner, a certificate of 
<j is issued to the insured, who must pay a tax of 4 percent (Commissioner’s letter, May 9, 1956). 

11 No report. 

12 Puerto Rico: Only general agents may be surplus line brokers, superintendent of insurance makes 
minute investigation before policy is written. 

13 Not given. 


June 12, 1956. 


0. 
0. 
0. 
0. 


cannot 


policies 
asing of 


isfactory 
ificate of 
9, 1956). 


se makes 


THE INSURANCE INDUSTRY 3893 


THE NATIONAL Boarp oF Fire UNDERWRITERS, 
New York, June 19, 1956. 
To the Subcommittee on Industrial Uses of Atomic Energy (Messrs. A. L. Polley, 
chairman; Charles P. Jervey, Felix Hargrett, H. T. Lewis, L. M. Michel, 
William H. Berry). 

GENTLEMEN: A meeting of the subcommittee on industrial uses of atomic 
energy will be held in the offices of the national board—the conference room on 
the 11th floor, room 1102—on Thursday, June 21, 1956, at10a.m. Arrangements 
have been made for luncheon. 

Minutes of meeting of Friday, June 15, are enclosed. 

We trust you will be able to attend. 

Very truly yours, 
L. A. VINCENT, General Manager. 





MINUTES OF A CONTINUING MEETING OF SUBCOMMITTEE ON INDUSTRIAL USES OF 
Atomic Enercy, HELD IN THE OFFICE OF THE NATIONAL Boarp or FIRE UNDER- 
writers, 85 JoHN Street, New York, N.Y., THurspay, Apri, 12; Monpay, 
Apri 16; THURSDAY, APRIL 26; THURSDAY, MAy 3; THURSDAY, May 10, Mon- 
pay, May 21; WEDNESDAY, May 23; THuRSDAY, May 31; Monpay, JUNE 11; AND 
Fray, June 15, 1956 


The committee is as follows: 
A. L. Polley, chairman. 
Charles P. Jervey. 

Felix Hargrett. 
H. T. Lewis. 

L. M. Michel. 
William H. Berry. 

Chairman Polley called the meeting to order at 10 a.m. on Thursday, April 12, 
and read the following charge from the joint meeting of the special committee 
on industrial uses of atomic energy and the present subcommittee, held on 
Wednesday, April 4: 

(a) Provide a method for excluding from fire, inland marine, and automobile 
physical damage policies loss, directly or indirectly, proximately or remotely, 
caused by nuclear reaction, nuclear radiation, or radioactive contamination, 
whether controlled or uncontrolled; even though such reaction, radiation, or 
contamination may have been caused by or aggravated by any peril insured 
against in the policy or endorsements made part thereof, except to the extent 
that insurance against such loss has been specifically granted by a nuclear 
hazards assumption endorsement added to the policy. 

(b) Recommend the extent to which liability excluded in (a) above may be 
assumed without additional premium, and a method of accomplishment. 

(c) Recommend, further, the extent to which liability excluded by paragraph 
(a) above may be assumed only for an additional premium charged, and a 
method of accomplishment. 

The committee is authorized to obtain whatever legal and technical advice 
it considers necessary in carrying out this assignment. 

In carrying out its charge the committee first directed its attention to the fire 
policy: 

FIRE INSURANCE POLIOY 


The committee proceeded to consider the following exclusion clause which it 
had drawn up on February 21, 1956: 


“NUCLEAR REACTION EXCLUSION CLAUSE 


“This company shall not be liable for any loss in time of peace or war, directly 
or indirectly caused by or resulting from controlled or uncontrolled nuclear reac- 
tion, or radiation contamination resulting therefrom.” 

A member stated that his legal department believes the above clause would 
not be an effective exclusion. He offered a substitute clause which not only takes 
into account the suggestions in Dr. Parsegian’s letter of March 9 (a recognized 
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authority in the nuclear field whom the committee consulted on the importancee 
of proper terminology) but as well includes more suitable insurance language: 


“NUCLEAR PERILS EXCLUSION CLAUSEI 


“This company shall not be liable for loss by nuclear reaction, nuclear radia. 
tion, or radioactive contamination, controlled or uncontrolled, whether such logs 
be direct or indirect, proximate or remote, or in whole or in part caused by or 
aggravated by fire or other peril(s) insured against in this policy; nor for logs 
by fire or other peril(s) insured against in this policy resulting from such rege. 
tion, radiation, or contamination.” 

In the course of the foregoing discussion another member suggested a somewhat 
different approach to avoid the possibiilty of reading by inference into the stand. 
ard policy an assumption of liability that is clearly not intended. The following 
clause of the “construction” or “notice” type was then considered : 


““NUCLEAR PERILS EXCLUSION CLAUSE II 


“Controlled or uncontrolled nuclear reaction, nuclear radiation, or radioactive 
contamination not being perils covered or contemplated by this policy, including 
endorsements hereon, this company shall not be liable for loss or damage go 
caused, whether or not the primary or proximate cause of loss is a peril insured 
against unless and then only to the extent if any such liability is specifically 
assumed hereunder.” 

The basic difference between the two clauses is this: 

The first clause affirmatively excludes all loss by nuclear perils, even though 
the proximate cause thereof is fire or another peril insured against. 

The second clause, in essence, states that coverage against nuclear perils is 
not now and never was contemplated in the fire policy; that it is, therefore, 
necessary only to exclude loss by nuclear perils if the proximate cause thereof 
be fire or another peril insured against. 

The committee recognized the possibility that the attachment of the first clause 
to policies excluding liability for nuclear perils might be construed to mean that 
all policies not carrying the exclusion do actually cover such perils. 

Although aware, of course, that under our present fire policies coverage against 
a nuclear accident was never intended or contemplated, the committee recognizes 
that in certain circumstances it might be contended that a loss arising from a 
nuclear accident is covered by fire policies as presently constituted. Therefore, we 
deem it imperative to employ language indicating beyond any possibility of 
doubt that it is not the intent of the fire policy to cover such losses. The same 
is true as to the extended coverage endorsement and other forms of property 
insurance. 

After full consideration of both exclusion clauses, the committee decided on 
the first clause as better accomplishing the total or “all-out” exclusion which it 
had been charged to prepare. 


HOW SHALL THE EXCLUSION BE EFFECTED? 


Two methods present themselves : 
(a) Add the exclusion clause as an endorsement. 
(6) Incorporate the exclusion in the “Perils Not Included” section (lines 
11-24) of the standard fire policy. 

The committee believes that the endorsement route offers the possibility of 
earlier accomplishment, even though exclusion by this means may not be “fool- 
proof.” The endorsement treatment as a first step would have the further 
advantage—once approved—of preparing the way for amendment of the fire 
policy which the committee considers a much preferable way of getting at the 
problem. 

As a start, therefore, it is recommended that an effort be made to obtain insur- 
ance department approval nationwide to the exclusion clause as an endorsement 
to the fire policy. 

Approval in non-statutory States could be followed up by amendment of the 


standard fire policy in use in those States just as soon as the business chooses 
to take the step. 
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Approval of the clause in statutory States could be followed by introduction of 
legislation in those States to put the exclusion clause into the fire policy itself. 

While the committee appreciates that obstacles will be encountered in follow- 
ing the recommended course of action, it appears to us that a universal, effective 
exclusion of nuclear perils from the coverage of the fire insurance policy can 
hardly be accomplished short of amending the printed conditions of the standard 
fire insurance policy. 

WAR RISK EXCLUSION CLAUSES 


The war risk exclusion revision made in 1946—actually by inserting in the 
extended coverage endorsement a broader exclusion which also mentions atomic 
weapons—has never been carried into the standard fire policy. The opinion exists 
in the industry that the war exclusion clause in the fire policy should be reworded 
to accomplish the effect of both exclusion clauses, and thus dispense with the need 
for the separate war risk exclusion clause in the extended coverage endorse- 
ment. With this tihnking the committee agrees, and suggests that a policy amend- 
ment excluding nuclear perils offers logically the somewhat belated opportunity 
for bringing up to date the war risk exclusion clause of the policy. 

We recognize the far-reaching implications of any proposal to amend the 
statutory fire policy, but believe that serious consideration should be given to 
amending the policy to accomplish a nuclear perils exclusion and a revised war 
risk exclusion at one and the same time, for the following reasons: 

(1) The possibility of successful amendment of the statutory policy should 
be enhanced by coupling the two changes. ‘There is a connection between 
the two that cannot be ignored. 

(2) The advent of industrial atomic power, accompanied by the proba- 
bility that future wars will be waged with atomic weapons, should be suf- 
ficient to unify insurance companies in an organized effort to amend the 
statutory fire policy in these two respects. 

(3) In the face of the nuclear peril which, if not effectively excluded 
from property insurance policies, could conceivably result in the extinction 
of insurance companies, it seems reasonable to believe that individual 
companies and the several factions in the business could submerge their 
differences, preferences, and ambitions in a unified support of amendatory 
legislation confined to these two changes in the statutory fire policy. In 
such eventuality, the chances for favorable action by State legislatures 
would be improved. 

(4) It seems that the companies could hazard the risk of demands by 
pressure groups of insurance buyers for their own pet policy amendments 
as a risk of mischief far less than the risk our business will run if we do 
not effectively exclude nuclear perils from the fire policy and its 
endorsements. 


ASSUMPTION OF COVERAGE AGAINST NUCLEAR PERIL 


The committee next turned its attention to item (b) of the senior committee’s 
directive, namely, to what extent the liability excluded in the proposed nuclear 
perils exclusion clause might then be assumed without charge. 

The committee first concluded that no coverage for contamination for “outside 
occurrences,” such as, Sor example, those resulting from an off-premises reactor 
incident, should be undertaken except for a premium charge. 

Further exploratory discussion indicated that in a wide variety of risks, such 
as hospitals, laboratories, factories, refineries, etc., which do not contain nuclear 
reactors, there will be radioactive materials, principally isotopes, with relatively 
moderate contamination hazard. The question in this area is whether limited 
coverage against “inside-occurring” contamination from such materials should 
be provided without charge. After full discussion, it was the conclusion of the 
committee that such coverage should not be granted except for a premium 
consideration. 

It therefore follows that in the opinion of the committee no coverage what- 
soever against nuclear perils should be granted without a premium charge. 

After a long and thorough discussion, the committee next concluded that 
insurance should be provided for risks (except those containing nuclear fuel(s) 
or a nuclear reactor(s) for which it is anticipated that the Nuclear Energy 
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Property Insurance Association will make provision) against “inside-occurring” 
radioactive contamination resulting from fire, extended coverage and other 
commonly insured perils. The following draft of an endorsement providing 
such a limited coverage was tentatively agreed upon: 


“RADIOACTIVE CONTAMINATION—LIMITED ASSUMPTION ENDORSEMENT 


“Provided (1) the property covered by this policy is physically damaged by 
fire or other peril(s) insured against by this policy, and (2) at the time of 
such damage there is no nuclear reactor nor any nuclear fuel on the premises 
described in this policy, and (3) as a direct and immediate result of such dam. 
age further physical damage to the property covered by this policy ensues fron 
nuclear reaction or radiation, and radioactive contamination occurring within 
and arising out of material used or stored on the described premises, the cover. 
age of this policy is extended to include direct loss from much ensuing radioac 
tive contamination.” 

The committee next discussed at length the advisability of providing a broag- 
er clause to assume liability for radioactive contamination even though the ac. 
cident is not the result of a peril insured against but limited to such an ac. 
cident occurring from nuclear materials on the premises other than nuclear fue) 
or a nuclear reactor. In effect, this would cover radioactive contamination from 
a cause such as the accidental breakage of a container allowing radioactive 
material to escape. While intended essentially to provide coverage for the “ac 
cidental breakage” type of loss, it would also embrace the cover provided by the 
limited assumption endorsement. In other words, if the assumption endorse 
ment were purchased, the limited assumption endorsement would be unnecessary, 

After very careful consideration the following draft of an endorsement was 
tentatively agreed upon: 


“RADIOACTIVE CONTAMINATION—BROAD ASSUMPTION ENDORSEMENT 


“Coverage of this policy is extended to include direct loss by nuclear reac. 
tion or radiation, and radioactive contamination suddenly and accidentally oc. 
eurring within and arising out of material used or stored on the premises de 
scribed in this policy, provided at the time of such loss there is no nuclear re 
actor nor any nuclear fuel on the described premises.” 


NO COVERAGE AGAINST FALLOUT 


Provision having been made for coverage against “inside-occurring” nuclear 
accidents, consideration was next given as to whether companies should offer 
to the general public—owners of dwellings, stores, schools, churches, factories, 
etc.—insurance to cover any loss including fire, explosion, or other insured peril 
caused by failure of a nuclear reactor situated on the premises of a powerplant, 
experimental laboratory, etc., or by an accident involving nuclear fuel or other 
radioactive substances at properties using or storing these materials. If such 
coverage were provided, the buildup of liabilities by underwriters could be 
enormous and might reach such proportions as to threaten their solvency, should 
a serious reactor incident take place in a thickly populated section of the coun- 
try. In view of the catastrophic potential involved, we do not consider the field 
as one that should be occupied by private insurance, and, therefore, refrain from 
recommending such a form of coverage. 

It must be noted, however, that closing the door to coverage against damage 
from off-premises nuclear accidents, including contamination therefrom, leaves 
unsolved a problem of some moment for a wide variety of risks, including 
universities, medical centers, ete., which comprise a number of buildings, in 
one of which is housed a nuclear reactor. This is a serious problem. For 
instance, if a fire occurred in the building housing the experimental reactor, 
involving the reactor, and, as a result, other university buildings on the campis 
are damaged by fire, our proposed “all-out” exclusion clause would operate to 
void the fire insurance on such other buildings. Since all the buildings are 
of the same ownership, the proposed Government indemnity would not be 
available. There will be a demand for insurance to fill this gap. 
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We offer no recommendation on this score at the present time, believing that 
solution had better await discussions with the property damage syndicate 
which will have a vital interest in the problem, even though it has not yet 
peen decided that insurance on a risk of this character will necessarily come 
within its jurisdiction. The committee will carry out any further instructions 
it received on this point. 


BATE TREATMENT 


The committee recognizes the difficulties in considering rates at this stage, 
and is fully aware that rate levels will be determined not by the national board, 
put by a properly constituted rating authority. We do wish, however, to com- 
ment on the subject. : 

Atomic energy developments are still in their infancy and are largely ex- 
perimental. Nevertheless, from our study of the information presently avail- 
able to us, we believe modest property damage rates are indicated for both 
the radioactive contamination-limited assumption indorsement and the radio- 
active contamination-board assumption endorsement. Both of these endorse- 
ments are designed for coverage On a wide variety of risks—factories, labora- 
tories, food-treating plants, pharmaceuticals, ete—which employ amounts of 
radioactive substances differing in kind, quantity, and hazard. The radioactive 
contamination potential in such risks as compared to that of nuclear reactor 
or nuclear fuel risks is small. 

In considering the rates mentioned below, it is important to bear in mind 
that neither endorsement would be: available to any risk containing a nuclear 
reactor or any risk where nuclear fuel is manufactured, fabricated, stored, 
used, processed, or reprocessed; in short, neither endorsement would be avail- 
able to risks believed to present catastrophic loss possibility. 

In our opinion, the charge for both these endorsements should be an integral 
part of the fire insurance rate, inserted as an additional hazard charge when the 
fire rating schedule is applied. 


PROPERTY DAMAGE RATES 


As for the radioactive contamination-limited assumption endorsement, we think 
the added charge should range, say, from a minimum of about 2 percent to a 
maximum of about 10 percent of the fire rate, graded according to conditions. 

As for the broader radioactive contamination-assumption endorsement, it 
seems to us that a charge ranging from a minimum of about 0.2 to 5.0 cents per 
annum is indicated; this, added to the fire rate already increased as above for 
the limited endorsement. 


BUSINESS INTERRUPTION AND EXTRA EXPENSE RATES 


The same endorsements, with appropriate modifications, are recommended 
for policies covering business interruption and extra expense insurance. The 
committee is not convinced, however, that the usual business interruption ruling 
formulas will return an adequate premium, and contemplate that the rating 
authorities would give close study to this problem. 

We recognize that in this rapidly growing science, radioactive substance will 
have wide and varied uses, some of which are still unforeseen. We recognize 
also that conditions may develop warranting higher rate charges than those 
suggested. Underwriters and rating authorities will necessarily have to give 
close, continuing attention to the subject so that rate treatment appropriate to 
the hazard can always be accorded. 


INLAND MARINE, AUTOMOBILE (PHYSICAL DAMAGE), AND OTHER MISCELLANEOUS 
POLICIES 


After consideration of the fire policy, next we examined other kinds of policies 
in the fire and allied field, and inland marine and automobile physical damage 
Policies, all as listed below, to ascertain if the nuclear perils exclusion clause 





3898 THE INSURANCE INDUSTRY 


recommended for the fire policy would be likewise suitable for use on thege 
policies : 


Aircraft and motor vehicle policy Inland marine policies—Continued 
Automobile policy (physical damage) Livestock floater 
Earthquake policy Motor truck cargo policy 
Explosion policy Musical instruments floater 
Inland marine policies: Neon signs floater 
Accounts receivable Outboard motor boat policy 
Bailees’ customers Parcel post policy 
Bicycle floater form Personal articles floater 
Bridge form Personal effects floater 
Builders’ risk form Personal jewelry-furs floater 
Camera floater Personal property floater 
Camera and musical instrument Physicians’ and surgeons’ equip. 
dealers’ policy ment floater 
Contractors’ equipment floater Registered mail and express policy 
form—Named perils Salesmen’s floater 
Contractors’ equipment floater Silverware floater 
form—All risk Sports equipment floater 
Dealers’ forms Stamp and coin collection floater 
Equipment dealers’ form Theatrical floater form 
Film floater Tourist baggage policy 
Fine arts policy Transportation form—All risk 
First-class mail policy Trip transit policy 
Furriers’ block policy Valuable papers and records form 
Furriers’ customer policy Wedding presents floater 
Garment contractors floater Wool growers’ floater 
Golfers’ equipment policy Manufacturers’ output policy 
Government service floater Optional perils policy 
Horse and wagon floater Sprinkler leakage policy 
Installment sales floater Water damage policy 
Jewelers’ block policy Windstorm policy 
Mobile agricultural machinery and 
equipment floater 


We believe that the nuclear perils exclusion clause recommended for the fire 
policy would be appropriate for all the other policies listed above, subject to one 
change in wording: i.e., omission of the reference to “fire” and making the 
clause read as follows (words in brackets omitted; words in italic added): 


““NUCLEAR PERILS EXCLUSION CLAUSE 


“This company shall not be liable for loss by nuclear reaction, nuclear 
radiation, or radioactive contamination, controlled or uncontrolled, whether 
such loss be direct or indirect, proximate or remote, or in whole or in part caused 
by or aggravated by [fire or other] any peril(s) insured against in this policy; 
nor for loss by [fire or other] any peril(s) insured against in this policy result- 
ing from such reaction, radiation or contamination.” 

Nores.—It is only the appearance in line 12, “Perils Not Included” section 
of the standard fire policy, of the language, “loss by fire or other perils insured 
against,” that led us to recommend the same language in the nuclear perils 
exclusion clause; we felt there should be uniformity on this point. If line 12 
of the fire policy were amended to eliminate the reference to “fire,” then the 
nuclear perils exclusion clause could be amended in like manner, and one uniform 
exclusion clause would then be available for the fire policy, inland marine, auto- 
mobile and the other allied lines’ policies listed above. 

The committee adjourned at 3 p.m. and will reconvene on Thursday, June 21, 
at 10 a.m. 

Respectfully submitted. 

L. A. Vincent, Acting Secretary. 
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THE NATIONAL Boarp oF FIRE UNDERWRITERS, 
New York, June 21, 1956. 
Report of Special Committee on Direct Writing Activities of Lloyd's and Other 

Unlicensed Insurers 
The CHAIRMAN, 

Executive Committee. 

Dear Sie: Since the last meeting of the executive committee the Special Com- 
mittee on Direct Writing Activities of Lloyd’s and Other Unlicensed Insurers has 
held one meeting, at which time report was made of the conference with the 
California Surplus Lines Association. The committee also reviewed develop- 
ments resulting from a conference with representatives of the New York Insur- 
ance Department. 

General counsel reported consideration of several phases of this problem by 
the subcommittee of lawyers. Following full discussion it was the unanimous 
view that the National Association of Insurance Commissioners be requested 
to cooperate in making effective a central, nationwide clearinghouse to which 
point exported insurance business could be reported and recorded. 

General counsel was authorized to explore this proposal with the NAIC Com- 
mittee on Surplus Lines. Preliminary discussons have been held with the com- 
missioners’ subcommittee and the industry will continue to pursue the matter. 

Respectfully submitted. 

JaMEs L. CraFrts, Chairman. 


Tue NATIONAL Boarp or FrrE UNDERWRITERS, 


New York, June 21, 1956. 
Report of the Special Committee on Industrial Uses of Atomic Energy. 
The CHAIRMAN, 
Executive Committee. 


Deak S1z: On Friday, May 25, 1956, the Nuclear Energy Property Insurance 
Association was formed at which time there were 150 capital-stock property 
insurance companies. members with a total commitment of $36,851,250. Subse 
quent to that time four additional companies have applied for membership, 
bringing the total participation to $37,976,250. 

This phase of the operations of the special committee has been completed, but 
our subcommittee is still engaged in its detailed study of the standard fire policy 
and the currently available endorsements relative to clarification of nuclear 
hazards under that policy. The subcommittee under the chairmanship of Mr. 
Arthur L. Polley is making excellent progress in this very important study. 

Respectfully submitted. 


K. E. Brack, Chairman. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, June 21, 1956. 
Report of the special committee of chief executives. 
THE CHAIRMAN, 
Executive Committee. 


Dear Sir: The special committee of chief executives met on May 23 at which 
time general counsel reported consideration by the committee on laws of the 
proposed amendment to the Louisiana statutes relative to deviation filings. He 
read letter from the insurance commissioner of the State of California with 
reference to the interpretaion of that department on multiple-peril filings. 

It was the consensus with reference to the Louisiana situation that returns 
from the questionnaire to members of the executive committee dated March 23 
be studied before attempting to recommend specifically in connection with this 
legislation. 

The provision of the Idaho statutes upon which the interpretation by that 
department was made was also noted. This statute is found in no other State. 
Therefore, it was felt the Idaho decision should not set a nationwide pattern. 

Discussion of pending litigation in North Carolina with reference to a devia- 
tion filing developed the consensus that the national board not participate in the 


case but that liaison be maintained with local counsel representing our member 
companies and the bureau. 








3900 THE INSURANCE INDUSTRY 


Each member of the executive committee received with the call for this megt. 
ing summary tabulation of the 29 replies received from members of the executiye 
committee to the questionnaire of March 23. It was the view of the special com. 
mittee of chief executives that these replies while insufficient at this time to 
permit final determination would afford the basis on which to underake a study 
of the revision of existing law. 

Respectfully submitted. 

JoHN A. NortH, Chairman. 


Security INSURANCE Co. or NEw HAVEN 
THE CONNECTICUT INDEMNITY Co., 
New Haven, Conn., June 22, 1956. 
Mr. J. RAYMOND BERRY, 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 


Deak Ray: We recently received a letter from Charles E. Grandey, Director 
of the Federal Trade Commission, asking us to sign a card accepting the trade 
practice rules as they apply to accident and health insurance. Knowing that 
your committee is working on this problem, I wonder if you have any suggestions 
as to what we should do in this respect. 

Best regards, 
PETER J. BERRY, President. 


OFFICE MEMORANDUM 
JUNE 26, 1956. 
Jack G. McKenzie 
E. M. Griggs 
W. F. Williams 
R. E. Hughes 

U.S. Congress Senate Bill 2054 (Legislative Record 186, page 766), June 21, 
1955, amendment to Securities Exchange Act. 

The above bill (copy enclosed) appears to be dead for this session but the 
effort to extend SEC regulation to insurance companies will probably be renewed 
with the new Congress. We suggest the insurance commissioners in your area 
should be alerted to this danger. 

J. RAYMOND Berry. 


{The Legislative Record of the National Board of Fire Underwriters, Committee on Laws, 
June 21, 1955) 


ILLINOIS 
Introduced by Korshak and Lynch 


8. 831—A BILL FOR AN ACT TO ADD SECTION 403A TO THE “ILLINOIS INSURANCE 
CODE,” APPROVED JUNE 29, 1937, AS AMENDED 


Be it enacted by the People of the State of Illinois, represented in the General 
Assembly : 

Secrion 1. Section 403a is added to the “Illinois Insurance Code,” approved 
June 29, 1937, as amended, the added section to read as follows: 

Sec. 403a. In any proceeding under any provision of the insurance code in 
which the director finds that any insurance company, agent, broker or solicitor, 
or any rating, or advisory organization has violated any of the provisions 
of the insurance code, and the penalty provided therefor is revocation of cer- 
tificate of authority or license to act as an insurance company, agent, broker 
or solicitor or any rating or advisory organization, the director may substitute 
for such revocation the following penalty: 

(a) Suspension of such certificate of authority or license for a period not to 
exceed 2 years; or 

(b) In lieu of such suspension the director may by order require such insur- 
ance company, agent, broker, solicitor, or rating or advisory organization to 
pay to the people of the State of Illinois a penalty in a sum not to exceed $500, 
and upon the failure of such insurance company, agent, broker or solicitor, or 
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rating or advisory organization to pay such penalty within 20 days after the 
mailing of such order, postage prepaid, registered, and addressed to the last 
known place of business of such insurance company, agent, broker or solicitor, 
or rating or advisory organization, unless such order is stayed by an order of 
a court of competent jurisdiction, the director may revoke or suspend the license 
of such insurance company, agent, broker or solicitor, or rating or advisory 
organization for a period not to exceed 2 years. 


84TH CONGRESS—IsT SESSION 
Introduced by Fulbright—Referred to Banking and Currency 
8, 2054—A BILL TO AMEND THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 12 of the Securities and 
Exchange Act of 1934, as amended, is hereby amended by adding thereto a new 
subsection (g) reading as follows: 

“(g)(1) Every issuer which is engaged in interstate commerce or in business 
affecting interstate commerce, or the securities of which are regularly traded 
by use of the mails or any means or instrumentality of interstate commerce, 
shall file with the Commission, with respect to each of its securities not regis- 
tered pursuant to subsection (b), a registration statement containing such in- 
formation and documents as may be required in respect of an application to 
register a security pursuant to subsection (b), and such supplementary and 
periodic information, documents and reports as may be required pursuant to 
section 13 of this title in respect of a security so registered. Whether or not a 
registration statement has been filed pursuant to this subsection, the provisions 
of sections 14 and 16 of this title shall apply with the same force and effect as 
if all the securities of any such issuer were registered pursuant to subsection 

b). 
Is) The provisions of this subsection shall not apply in respect of any security 
issued by— 

“(A) any issuer which has less than $5,000,000 in assets; 

“(B) any issuer all the securities of which are held directly or indirectly by 
fewer than five hundred persons ; 

“(C) any issuer all the securities of which are exempted securities ; 

“(D) any issuer which is a bank; 

“(E) any issuer organized and operated exclusively for religious, educational, 
benevolent, fraternal, charitable, or reformatory purposes and not for pecuniary 
profit, and no part of the net earnings of which inures to the benefit of any 
private shareholder or individual; or 

“(F) any issuer which is a savings and loan association, building and loan 
association, cooperative bank, homestead association, or similar institution, if 
its accounts are insured by the Federal Savings and Loan Insurance Corporation 
or if it is a Federal savings and loan association or a member of a Federal Home 
Loan Bank. 

“(3) The provisions of this subsection shall not apply in respect to any issuer, 
security, transaction, or person which the Commission may by rules and regula- 
tions exempt, either unconditionally or upon such terms and conditions as may 
appear to be necessary or appropriate in the public interest or for the protection 
of investors, as not comprehended within the purposes of this subsection. The 
Commission may so exempt any issuer, whether or not it is engaged in interstate 
commerce or in business affecting interstate commerce, if substantially all its 
securities are held within a single State. In respect of foreign issuers, consid- 
erations relevant to the granting of such exemptions may include the extent to 
which the provisions of this subsection are susceptible of enforcement with 
respect to such issuers, and the extent to which there may exist a substantial 
interest in the securities of such issuers among investors located within the 
United States or any State. 

“(4) The rules and regulations of the Commission shall provide that an issuer 
may adopt in compliance with the registration and reporting requirements of 
this subsection information, documents and reports filed with the Commission 
under any statute and substantially equivalent to that required of an issuer 
having a security registered pursuant to subsection (b). 
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“(5) This subsection shall remain applicable in respect of any security 
tered hereunder until the Commission, upon its own motion or upon the appli- 
cation of such an issuer, by order cancels such registration. The Commission 
shall enter such an order, subject to such terms and conditions as it may deem 
necessary to impose for the protection of investors, if it finds, after appropriate 
notice and opportunity for hearing, that by reason of change of circumstances 
since the date of registration or otherwise the issuer is not subject to this syp. 
section. 

“(6) The Commission, for the purposes of this title, may by rules and regula. 
tions define the phrases ‘less than $5,000,000 in assets’ and ‘held directly or 
indirectly by fewer than five hundred persons,’ and any portion thereof. 

(7) The Commission is directed to make a study of trading in securities on 
and off exchanges and of the feasibility and advisability of adopting standards 
and procedures under which securities may or shall be admitted to or removed 
from trading on exchanges. The Commission shall report the results of its study 
and its recommendations to the Congress within two years after the date of 
enactment of this subsection. Nothing in this subsection shall affect the author. 
ity given the Commission by subsection (b) of section 19 of this title.” 

Sec 2. The first two paragraphs of subsection (f) of section 12 of the Secu. 
rities Exchange Act of 1934, as amended, are hereby amended to read as follows: 

“Notwithstanding the foregoing provisions of this section, any national secur- 
ities exchange, upon application to and approval of such application by the 
Commission and subject to the terms and conditions hereinafter set forth, (1) 
may continue unlisted trading privileges to which a security had been admitted 
on such exchange prior to the effective date of section 12(g) of this Act; or (2) 
may extend unlisted trading privileges to any security duly listed and registered 
on any other national securities exchange, but such unlisted trading privileges 
shall continue in effect only so long as such security shall remain listed and 
registered on any other national securities exchange. 

“No application pursuant to this subsection shall be approved unless the Com- 
mission finds that the continuation or extension of unlisted trading privileges 
pursuant to such application is necessary or appropriate in the public interest 
or for the protection of investors. No application to extend unlisted trading 
privileges to any security pursuant to clause (2) of this subsection shall be 
approved except after appropriate notice and opportunity for hearing. No 
application to extend unlisted trading privileges to any security pursuant to 
clause (2) of this subsection shall be approved unless the applicant exchange 
shall establish to the satisfaction of the Commission that there exists in the 
vicinity of such exchange sufficiently widespread public distribution of such 
security and sufficient public trading activity therein to render the extension of 
unlisted trading privileges on such exchange thereto necessary or appropriate 
in the public interest or for the protection of investors. In the publication or 
making available for publication by any national securities exchange, or by any 
person directly or indirectly controlled by such exchange, of quotations or trans- 
actions in securities made or effected upon such exchange, such exchange or 
controlled person shall clearly differentiate between quotations or transactions 
in securities for which unlisted trading privileges on such exchange have been 
continued or extended pursuant to this subsection. In the publication or making 
available for publication of such quotations or transactions otherwise than by 
ticker, such exchange or controlled person shall group under separate headings 
(A) quotations or transactions in listed securities, and (B) quotations or trans- 
actions in securities for which unlisted trading privileges on such exchange have 
been continued or extended pursuant to this subsection.” 

Sec. 3. Subsection (e) of section 7 of the Securities Exchange Act of 1934, 
as amended, is hereby amended to read as follows: 

“(e) Any security of an issuer which is subject to subsection (g) of section 
12 of this Act shall be subject to the provisions of this section in the same manner 
as if the security were registered on a national securities exchange, except that 
such provisions shall not so apply in respect to any securities which the Board 
of Governors of the Federal Reserve System may by rules and regulations 
exclude from the operation of this subsection, either unconditionally or upon 
such terms and conditions as may appear to be necessary or appropriate in the 
public interest, as not comprehended within its purposes.” 

Sec. 4. This Act shall become effective 6 months after the date of its enactment. 
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OFFICE MEMORANDUM 
JUNE 26, 1956. 
To: J. Raymond Berry, general counsel. 
From: W. F. Williams. 
Subject : State chambers of commerce. 


On June 12 you acknowledged my memorandum in connection with the so- 
called study on catastrophe insurance proposed by the California State Chamber 
of Commerce. You indicated a hope that we could get word to our insurance 
representatives who may be on committees of the various chambers of commerce 
to be on the alert to prevent a reoccurrence of these abortive “studies” in other 
it seve been thinking a good deal about how best to do this. It is no problem 
for me to reach the people in San Francisco who are on these committees. How- 
ever, I think this is important enough to be brought to the attention of all our 
company executives. Actually, isn’t it worth a bulletin mailing from your 
office to all member companies? If you do not feel this to be justified, what 
would you think of my preparing a one or two-page letter on the subject and 
sending it to our Pacific coast mailing list? I do not mean the advisory com- 
mittee in this instance but the entire membership list which consists of 77 
company executives. 

W. F. WILLIAMS. 


NUCLEAR ENERGY PROPERTY INSURANCE ASSOCIATION 


oe (mits & Sorety Co. et. Se $500, 000 
SE MICS SEROUS a ee 750, 000 
EE OF Ae, SERCO RIOD: OO csesireitrreccnccrecdacnssoabhadedibabda etal ds 150, 000 
I OUR ricer etnies hk ih deel 100, 000 
I a secant i tian eee ee 500, 000 
mannes Pore Insurance Group....2i teh i cliZ 4, 000, 000 
American Automobile Insurance Co___--_---__-__-_-------__-----_ 65, 

American Casualty Co. of Reading, Pa___._..-------_--.__--.__ _. 500, 
eee Employers’ Insurance Oo... 2 a 100, 
American Equitable Assurance Co ‘*_......-.._--.- 100, 
Semmens ree An. C RRO a ee 25, 
eeeeean General Insurance Co.....< eee het 50, 


TS CNN Cc ict ee td 
SURED DU RRUPINEIIN UI cee eseerenemitnimven nsec cnet esinhiatontabahondech aes Lig hoa 
American Independent Reinsurance Co 
American Insurance Co 
American Liberty Insurance Co 


a 
S 


- 


SSSSSSSSEESSSSSESSES 


mmerican Motoriste Insurance. Co... een neceed 150, 
Seen TEO-IMSETENCE Cia dsc ne the iced 100, 
Pen TONCON TNBUPARCO OO nosh ccnLdow 25, 
BT CEE Onis ccc sent bhai talents 50, 
wee sacle ano mnenrance Oo. . = cs CC eohecueadoe 25, 
Appleton & Cox, Inc., Fire Insurance Group____._-__-______________ 150, 
i he ey 150, 
Bankers Fire and Marine Insurance Co_.-.--.....__-____________ 25, 
Bankers & Shippers Insurance Co. of New York -.....--.___--____ 90, 
Birmingham Fire Insurance Co. (Alabama) ~------______________ 50, 000 
SE UTC CRIUOUUD a a a ae ee ce 500, 000 
ne Eeees SOMOUPOINO Coe... csscnrcnnisecscetenssiildicpisensiime laa 250, 000 
ET ON. cacssnveninte -ctiieensentntntala lanai miata l hia 50, 000 
Caledonian-Netherlands Group (0.2 percent of any pool figure, not to 

exceed $50 million). 
The Camden Fire Insurance Association__..__._._..__._._____________ 125, 000 
SE EO Gk CMUIDEY COG ois cisiactnacrenneanaapenlenniababialbihinatantia 25, 000 
Sa I i a i ale 150, 000 
The Century Insurance Co. Ltd. and Pacific Coast Fire Insurance Co. 

insta nsn cnc nocncrsinsricie-erta nsiignientaiainins scuhinesaednadameieaaaaatacainile 50, 000 
EN FE IDEA 15, 000 
Christiania General Insurance Corp. of New York____-___________ 50, 000 
Commercial Standard Insurance Co______________.....__.__.____ 25, 000 
Commercial Union Assurance Co. Ltd____..__-_--__________-_-__.. 500, 000 


See footnotes at end of table. 
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NUCLEAR ENERGY PROPERTY INSURANCE ASSOCIATION—Continued 


GCanmtitution inenrance : Oorp nisin ok ccleinsssnits Lasse antweae aces $40, 000 
DR) TIMUR Oeics ess re ee ee ee 500, 000 
Continental Insurance Co. ($1,750,000) (America Fore) 
RN OR aes criciitiinicicieurinitdptnsiiitnraatinceceltinetaamrentenensiintepyapectiite 15, 000 
Dubuque Fire & Marine Insurance Co__.-.......-_-_-____________ 25, 000 
AE BOERNE I internecine pernerndamatemeneentseciamedifinmenann 25, 000 
The Employers’ Fire Insurance Co_._-.--.......-.-.-----..--~-. 100, 000 
The Employers’ Liability Assurance Corp. Ltd_-.......__--_______ 100, 000 
STOR + ReeaOD: CON a ee ee ee kmanae, 100, 000 
Excelsior Insurance Co. of New York_---.-----_----------_.-_. 25, 000 
IN Sc bcinncitierhcin a eencerntipaiiinaiee piped euipnenpctetscineteni 50, 000 
wirenat's Fund Insurance Group... ....-..--.......... 1, 000, 000 
I Oc cnskton i svin'poencytimnpeveciene eb ergellpib-cbarensorenitst iaes 750, 000 
PE tn ae SUM CI oak ee reer 25, 000 
I NA a eevpeneep en desiabinte 300, 000 
Fidelity Phenix Fire ($1,250,000) (America Fore) ~-.-------------- -2- 
i ce we fy | a ay 250, 000 
The Fire & Casualty Insurance Co. of Connecticut-.._---_-----___ 25, 000 
Firemen’s Insurance Co. of Newark (Loyalty Group) ------------- 1, 000, 000 
The French Union & Universal Insurance Co., (See Fester, Fother- 

gill & Hartung, $50,000). 
General Accident Fire & Life Assurance Corp. Ltd__.._____________ 100, 000 
General Guaranty Insurance Co_-.......-..--__.....-..__.____. 25, 000 
General Insurance Co. of America__......_.------__........._-.__ 750, 000 
Sout amen usutenre O06 o.oo ed a 800, 000 
Soest American: Insurance: Oo. ewe 1, 000, 000 
Iara ee 100, 000 
The Halifax Insurance Co. of Massachusetts__.___._.._-...-.-.-_.. 50, 000 
ae meanover. Wire Insurances Oo..5. ti sda se etic 200, 000 
Hartford Fire Insurance Co. Group_._-.._-__---_-..___________. 2, 000, 000 
ope meebo Tmemranes 00. nn ends nen tdtasidiin 2, 500, 000 
Home Insurance Co. of Hawaii, Ltd__--...-.. 1... 25, 000 
I I i ciatcrcteeenintiensiietnallcdes dist hab bdidnethdhe 25, 000 
earns TeGemnity sn ee teeeelt au dicd ks 100, 000 
Rabince Oo..of North America... 5... ene eew eee lbdsi cckid 1, 750, 000 
GC OCORT SUMMBUFENCS 00K un ne eed Lees 50, 000 
Tuter@tate Wire & Casualty C0. .nncnnniintinisdcdstenieteeccei 40, 000 
Jefferson Insurance Co. of New York...............--~.~+....2.. 25, 000 
Jéreéy Insurance. Co.-of New York... esse snisn css 57, 500 
Be Pette Tnsurance C0. Weeden ccncenewwnweh ld i bbiecceeusdie 20, 000 
La Paternelle and General Insurance Co. (See Fester, Fothergill & 

Hartung—$50,000. ) 
Liverpool & London & Globe ($400,000). 
ie London Assurance. Group.unicccinccewneiw nd Shienecs cee use 125, 000 
The London & Lancashire Insurance Co., Ltd_-.....--_____________ 200, 000 
BRTPUNE CnsURty- OOo ceeceeewneneeneseseeteeeee nae 100, 000 
Massachusetts Bonding & Insurance Co____-__-_--_.-_--____-.-__- 25, 000 
Merchants Fire Assurance Corp, of New York______---_____________ 150, 000 
Merchants Property Insurance Co. of Indiana____________________- 25, 000 
Métropolitan Fire Assurance Co... ~---=~~-=~.u----~~-.---~- 50, 000 
meviees National-Insurance Co222225 25s ese 65, 000 
National Automobile & Casualty Insurance Co_____---------------- 50, 000 
National Fire Insurance Co. of Hartford (Transcontinental Insurance 

a oe aca peceen ch ecu at nae ol isnacdacia abd ae See 400, 000 
mutional Serviee- Fire Insurance Oo.22-- 2 .2-L2-2- 2s. tue 50, 000 
National Union Fire Insurance Co. of Pittsburgh, Pa__.________---- 200, 000 
Newark ($300,000). 
Sew sterendin COASUntNy 0. rae Be ee ee eu 50, 000 
New sampehire Fire Insurance Oo. ..<s.~2~-~=-.--=.=---=---==- 200, 000 
New Rotterdam Insurance Co. (see Fester, Fothergill & Hartung— 

$50,000). 
eenee etn GUI rae he ee een ci ewecsnconne 100, 000 
Niagara Fire ($1,000,000) (American Fore). 
ES a Te eee eee 500, 000 


See footnotes at end of table. 
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NucteaR ENeRGY PropeRTY INSURANCE AssocIaATION—Continued 
North Star Reinsurance Corp. 


alae tps leptin poencidasntttibinbilstitht lentil $250, 000 
Northeastern Insurance Co. of Hartford__....--..-____________ 50, 000 
The Northern Assurance Co., Ltd_---------_-.---- 75, 000 
Nerthern Insurance Co. of New York.......--_....--...... 250, 000 
Northwestern National Insurance Co__-_-_---_.--- 100, 000 
Norwich Union Fire Insurance Society, Ltd_._._----______________ 100, 000 
PTE SUAUTONCE OO. .ecccrcscsucenacnenniedwnkendlubndial 125, 000 
Olympic Insurance Co................~.-... nnn ne 50, 000 
eee gS a ei 25, 000 
SE eee Re CR. oni mepeereermineesiamnmenieiiiiienten 102, 500 
ee aeRO SGN ONE SERIE WU NN os cs ens css sevens ccs exe ene 15, 000 
Pacific National Fire Insurance Group___----.-...-..__________.___ 300, 000 
re NIN, OREN ii cacti cccnccta niobate eee ae 200, 000 
SE TINO. SO astnirnerensncoensnieeerenaneteras tsps meniaieeceitemiianiiiadiddaiiti 100, 000 
Phoents Asturance Co. of New Tork. 200, 000 
Tis Pileehhs Taeerance 00Q2nncnecnccenscssntitinitughiedl 1, 000, 000 
Profected Ineurance Co... nnn ei 25, 000 
Peemenive Fis Seeerance O60... 2... nrc enccemtnccnnnsnemntad 15, 000 
Prudential Insurance Co. of Great Britain......._.________-_ 200, 000 


Queen ($400,000). 
The Reinsurance Corp. of New York, National Reinsurance Corp... 75, 000 
Royal Exchange Assurance 

Royal Liverpool ($400,000) 


mcemiecmeciitbels Medes bee alk 1, 500, 000 
St. Paul Fire and Marine Insurance Co. and affiliated companies_____ 1, 000, 000 
SE aan: SIMINIINON CUI aii eecicessnseatiencaennepeanainiiicininceeschemanttiiitiiiuliniinie 10, 000 
Scottish Union & National Insurance Co___--...--.-_-__ 125, 000 
Perered InswrNbey CON 8 nnn en cnet anseueealwollalls 20, 000 
Security Insurance Co. (of West Virginia)?__....._-_.._.__________ 7, 500 
Security Insurance Co. of New Haven---~...---------.---- 175, 000 


Skandinavia Insurance Co., Ltd., U.S. Branch, Reinsurers Under- 
writing Corp., U.S. mana@er.._... en Le 75, 000 
Southern General Insurance Co 


Leeman bees Sie oF ier 25, 000 
Southwestern Fire & Casualty Oo... aisle age 25, 000 
ep peNE WRAROUD ccc oo Se oe len ea oe ee 550, 000 
Saran Tien MAURIE RMNNRE RTOS CO isi i cece ea 200, 000 
Standard Fire Insurance Co. (Aetna Group) -..---_-_____________ 250, 000 
Standard Fire Insurance Co. of New Jersey__....__________________ 50, 000 
The Standard Insurance Co., Tulsa, Okla............_...._.______ 25, 000 
pre er a EO OE CIES 90 sisters etree eee ae 50, 000 
SuertD  RemPUOIDENCCRS CINE NCR ost ern oe ern Oe ee ee See eee 75, 000 
oc tech eres oh ce lag ct nt ERO BA lh at hh es 500, 000 
Switzerland General Insurance Co., Ltd., Switzerland General Inc. 

RT en ae ee ee 50, 000 
TOMENEMEEUe TEOINNUTENCO 005. 3 ooo ie dee ee 31, 250 
Fe ee Oe MIO CD sce cesicincninciscircnininncnienaiticiiiiesinas eae 1, 250, 000 
EE SII @IR 1s ra cccrniniisnsntnnibtliaiitemiiimanaaamenedaiee 100, 000 
SO i 25, 000 
enna: UII UR orn ee eee 62, 500 
Union Insurance Society of Canton, Ltd., W. J. Roberts & Co., Inc. 

IN alana clematis ie meee eee 50, 000 
Union & Phenix Espanol Insurance Co. (see Fester, Fothergill & Har- 

tung—$50,000). 

i 50, 000 
United Benefit Fire Insurance Co___..-___..______________________ 65, 000 
I a ali el 10, 000 


scsi cick cilia haescaseaiisaieos gemma anna 100, 000 
United States Casualty Co 
United States Fidelity & Guaranty Co 


Lins canna deinen ella arama ae 600, 000 

United States Fire Insurance Co___.........____________________ 1, 000, 000 

Unity Fire & General Insurance Co. (see Fester, Fothergill & Har- 
tung—$50,000). 

I 75, 000 


See footnotes at end of table. 
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NucLteaR PNERGY PROPERTY INSURANCE ASSOCIATION—Continued 


Urbaine Fire Insurance Co. (see Fester, Fothergill & Hartung— 
$50,000) . 





Wabash Fire & Casualty Insurance Co__.....----.-------------~-- $25, 000 
Wieteee Wire: & Indemnity -Co...nncccnents inns inc snl we sks 25, 000 
The Western Fire Insurance Co......-..--------------------.--.. 125, 000 
The Yorkshire Insurance Co. of New York__----.----------~------- 75, 000 
PIAL INSUANCS 00 ienn ceucnccncccusccnsusceccansdeesdidili cnc 250, 000 
Total We renew enw een eee eewen non w enon esene== 38, 361, 250 

1 Does not include Caledonian-Netherlands Group. 

£No constitution. 

®No declaration. 

*No constitution or declaration. 

JUNE 27, 1956. 


Re Nuclear Energy Property Insurance Association. 
Mr. KENNETH FE. Back, 

President, Home Insurance Co., 

New York, N.Y. 


Deak Mr. Biack: Pursuant to Mr. Vincent’s instructions we are sending you 
herewith executed constitutions and declarations of participation in the above 
association, together with a list of the companies showing the amount of com- 
mitment, total being $38,361,250. In some instances you will find pertinent 
correspondence attached to the constitution. 

We are also enclosing letters from the following companies which will require 
attention: 

American Universal Insurance Co. 
Constellation Insurance Co. 
Employers Insurance Co. of Alabama. 
Germantown Fire Insurance Co. 
Indiana Insurance Co. 
Munich Management Corp. 
Providence Washington Insurance Co. 
Utah Home Fire Insurance Co. 

Yours very truly, 








Secretary to General Counsel, 


SpecrAL COMMITTEES OF EXECUTIVE COMMITTEE 


President Hullett appointed the following special committees: 
Special committee on examinations by insurance departments: 
J. R. Barry, chairman. 
D. R. Ackerman. 
F. A. Christensen. 
Percy Chubb 2d. 
James F. Crafts. 
William T. Harper. 
W. A. Rattelman (died since his appointment). 
John A. North. 
Special committee on reinsurance: 
K. B. Hatch, chairman. 
J. K. Battershill. 
Robert G. Clarke. 
H. Clay Johnson. 
W. J. Langer. 
Charles A. Loughin. 
J. A. Munro. 
E. L. Mulvehill. 
Karl P. Blaise. 
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SPECIAL COMMITTEES OF EXECUTIVE COMMITTEE—Continued 


Special committee on statistical data: 
Philip S. Brown, chairman. 
D. R. Ackerman. 
Cc. L. Allen. 
J. R. Barry. 
James F. Crafts. 
K. B. Hatch. 
E. A. Henne. 
Charles P. Jervey. 
Charles A. Loughin. 
Special committee on chief executives: 
John A. North, chairman. 
J. R. Barry. 
K. BE. Black. 
John R. Cooney (retired since appointment). 
K. B. Hatch. 
J. Victor Herd. 
H. W. Miller. 
S. Deight Parker. 
Bruno C. Vitt. 
J. C. Hullett, ex officio. 
Committee on salaries : 
President, as chairman, and the chairman of the following committees: 
Executives. 
Actuarial bureau. 
Adjustments. 
Construction of buildings. 
Fire prevention and engineering standards. 
Incendiarism and arson. 
Laws. 
Public relations. 
Conference committee with National Association of Insurance Agents: 
President, as chairman. 
Vice president, and the chairman of the following committees: 
Exceutive. 
Fire prevention and engineering standards. 
Laws. 
Public relations. 
Standard fire insurance policy: 
Leonard Peterson, chairman. 
William B. Rearden. 
W. L. Nolen. 
Special committee on accountants association: 
Everard P. Smith, chairman. 
D. R. Ackerman. 
G. L. Armstrong. 
Charles P. Jervey. 
Special committee on Lloyds: 
K. E. Black, chairman. 
James F. Crafts. 
J. Victor Herd. 
George D. Mead. 
H. W. Miller. 
John A. North. 
Clarke Smith. 
J. C. Hullett, ex officio. 
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SpectaAL COMMITTEES OF EXECUTIVE COMMITTEE—Continued 


Special committee on industrial uses of atomic energy : 
K. E. Black, chairman. 
F. A. Christensen. 
Percy Chubb, 2d. 
H. W. Miller. 
Clarke Smith. 
J. C. Hullett, ex officio. 
Subcommittee’ of above committee: 
A. L. Polley, chairman. 
Charles P. Jervey. 
Felix Hartgett- 
H. T. Lewis. 
L. M. Michel. 
William H. Berry. 
Special committee on policy statement—catastrophes : 
A. E. Heacock, chairman. 
H. Clay Johnson. 
Olaf Norden. 
Special committee on town grading and classification : 
Charles P. Jervey, chairman. 
K. E. Black. 
K. B. Hatch. 
S. Dwight Parker. 
Clarke Smith. 





FIREMAN’S FUND INSURANCE Co., 
San Francisco, June 28, 1956. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: John Dillard has written that the chairman of the laws committee 
and you, as general counsel, have been authorized to file a brief at the proper 
time in the American Hospital case. This occasions my passing on to you a bit 
of gossip. 

It is to the effect that the attorneys for the Federal Trade Commission are 
welcoming legal proceedings which which involve the jurisdictional issue, having 
in mind that they will be in a position to pick the spot where they believe they 
have the best chance of having their contentions sustained. It is even suggested 
that you can look for delaying tactics in the American Hospital case. 

If the gossip is confirmed, it gives rise to the suggestion that we, too, should 
pick our spot and determine where and when our heavy legal artillery should be 
brought into effect through amicus curiae briefs or appearances. As an example, 
is it better for an outside organization to file a brief before a circuit court or to 
wait until a case gets to the Supreme Court? 

As you know, the commissioners have now selected their preserve State regu- 
lation committee and the California commissioner is the chairman. While I 
haven’t seen Britt McConnell since he was appointed, I have urged him, and the 
same is also true with respect to Bob Taylor, to consider the wisdom of having 
a highly qualified, independent industry committee to work with the commis- 
sioners’ group. It seems to me it is quite unwise to have separate organizations 
determining a course of action without close collaboration with respect, first, to 
procedure, and, second, to decisions on the basic fundamentals. Included in the 
latter, of course, are questions of the case or cases on which attention should be 
focused, whether or not congressional action in the form of an amendment to 
the McCarran Act is necessary or desirable, and what amendments to present 
State laws are necessary to eliminate existing voids? 





1 Not appointed by President Hullett. 
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All of this is on the supposition that the industry means what it has said, 
namely that it desires to support the continuance of State regulation. If it has 
any reservations in this respect, far better that it be brought out at an early 
date. 

Best a. 

incerely yours, 
; James F.- CRarts. 


JUNE 29, 1956. 
Nuclear Energy Property Insurance Association. 
Mr. FRANK J. ROSS, wae 
Manager, Factory Insurance Association, 
Hartford, Conn. 


Dear Mr. Ross: Herewith letter from the Imperial Insurance Co. of Wash- 
ington, D.C., attached to which is executed copy of the constitution of the above 
association. 

The declaration of participation, properly signed, was heretofore received and 
was part of the material which was turned over to Mr. Black this week. 

Yours very truly, 








, General Manager. 


REPoRT OF THE SUBCOMMITTEE ON INDUSTRIAL USEs OF ATOMIC ENERGY 


The committee met in the office of the National Board of Fire Underwriters, 
85 John Street, New York, N.Y., on [Thursday] April 12, [Monday] April 16, 
{Thursday} April 26, [Thursday] May 3, [Thursday] May 10, [Monday] May 21, 
[Wednesday] May 23, [Thursday] May 31, [Monday] June 11, [Friday] June 15, 
[Thursday] June 21, and [Wednesday] June 27, 1956. On May 11, several 
members of the committee also made an inspection of the nuclear reactor power 
plant being erected for the Duquesne Light & Power Co. at Shippingport, Pa. 

At the [first] meeting on April 12, 1956, the chairman read the following charge 
which the committee had received from the special committee on industrial 
uses of atomic energy on April 4: 

(a) Provide a method for excluding from fire, inland marine, and auto- 
mobile physical damage policies loss, directly or indirectly, proximately 
or remotely, caused by nuclear reaction, nuclear radiation, or radioactive 
contamination, whether controlled or uncontrolled; even though such reac- 
tion, or contamination may have been caused by or aggravated by any peril 
insured against in the policy or endorsements made part thereof, except to the 
extent that insurance against such loss has been specifically granted by a 
nuclear hazards assumption endorsement added to the policy. 

(b) Recommend the extent to which liability excluded in (@) above may 
be assumed without additional premium, and a method of acomplishment. 

(c) Recommend, further, the extent to which liability excluded by para- 
graph (a) above may be assumed only for an additional premium charge, 
and a method of accomplishment. 

The committee is authorized to obtain whatever legal and technical advice 
it considers necessary in carrying out this assignment. 

In carrying out its charge the committee first directed its attention to the 


FIRE INSURANCE POLICY 


and the exclusion clause which the subcommittee had drawn up on February 21, 
1956, was reconsidered. 

Stating that his legal department believes the original draft would not be an 
effective exclusion, a member offered a substitute clause which not only takes 
into account the suggestions of recognized authorities in the field of nuclear 


technology whom the committee consulted on the subject, but as well includes 
more suitable insurance language: 


“NUCLEAR PERILS EXCLUSION CLAUSE 


“This company shall not be liable for loss by nuclear reaction, nuclear radia- 
tion, or radioactive contamination, controlled or uncontrolled, whether such loss 
be direct or indirect, proximate or remote, or in whole or in part caused by or 

47932—60—pt. 7—_8 
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aggravated by fire or other peril(s) insured against in this policy; nor for logs 
by fire or other peril(s) insured against in this policy resulting from such reaction, 
radiation or contamination.” 

In the course of the foregoing discussion another member suggested the fo}. 
lowing clause of the “construction” or “notice” type aS a somewhat different 
approach to avoid the possibility of reading by inference into the standard policy 
an assumption of liability that is clearly not intended : 
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“‘NUCLEAR PERILS EXCLUSION CLAUSE 


“Controlled or uncontrolled nuclear reaction, nuclear radiation, or radioactive 
contamination not being perils covered or contemplated by this policy including 
endorsements hereon, this company shall not be liable for loss or damage go 
caused whether or not the primary or proximate cause of loss is a peril insured 
against unless and then only to the extent if any such liability is specifically 
assumed hereunder.” 

The basic difference between the two clauses is this: 

The first clause affirmatively excludes all loss by nuclear perils even though 
the proximate cause thereof is fire or another peril insured against. 

The second clause, in essence, states that coverage against nuclear perils is not 
now and never was contemplated in the fire policy ; that it is therefore necessary 
only to exclude loss by nuclear perils if the proximate cause thereof be fire or 
another peril insured against. 

The committee recognized the possibility that the attachment of the first 
clause to policies excluding liability for nuclear perils might be construed to 
mean that all policies not carrying the exclusion do actually cover such perils, 

Although aware, of course, that under our present fire policies coverage 
against a nuclear accident was never intended or contemplated, we recognize 
that in certain circumstances it might be contended that a loss arising from a 
nuclear accident is covered by fire policies as presently constituted. Therefore, 
we deem it imperative to employ language indicating beyond any possibility 
of doubt that it is not the intent of the fire policy to cover such losses. The 
same need exists as to the extended coverage endorsement and other forms of 
property insurance. 

After full consideration of both exclusion clauses, the committee decided on 
the first one as better accomplishing the total or all-out exclusion which it had 
been charged to prepare. 


How shall the exclusion be effected? 


Two methods present themselves: 
(a) Add the exclusion clause as an endorsement to the fire policy. 
(b) Incorporate the exclusion in the “Perils Not Included” section (lines 
11-24) of the standard fire policy. 

The endorsement route seems to us to offer the possibility of earlier accom- 
plishment, even though exclusion by this means may not be “foolproof.” The 
endorsement treatment as a first step would have the further advantage—once 
approved—of preparing the way for amendment of the fire policy which we con- 
sider a much preferable way of getting at the problem. 

For the first move, therefore, it is recommended that an effort be made to 
obtain approval of insurance departments nationwide to the exclusion clause 
as an endorsement to the fire policy. As a means of expediting the effort, and 
in the interest of uniformity which is all-important, the first step might well 
be to seek the support of the National Association of Insurance Commissioners 
in this endeavor. 

Approval in nonstatutory States could be followed up by amendment of the 
standard fire policy in use in those States just as soon as the business elects to 
take the step. 

Approval of the clause in statutory States could be followed by introduction of 
legislation in those States to put the exclusion clause into the fire policy itself. 

While the committee appreciates that obstacles may be encountered in follow- 
ing the recommended course of action, it appears to us that a universal, effective 
exclusion of nuclear perils from the coverage of the fire insurance policy can 
hardly be accomplished short of amending the standard fire policy. 


War risk exclusion clause also involved 


Following the first atomic bomb explosion, insurance companies hastened to 
exclude from property damage policies loss by “any weapon of war employing 
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tomic fission or radioactive force,” whether in time of peace or war. This was 
accomplished not by amending the war risk exclusion clause of the standard fire 
policy, but by insertion in the extended coverage endorsement of a broader war 
risk exclusion specifically mentioning atomic weapons. This broader exclusion 
has never been carried into the fire policy. : ; 

The war risk exclusion clause of the standard fire policy is admittedly in- 
adequate. It was adopted in 1943 not because it effectively excluded the perils 
of war, but rather because it was about the best clause that could be hoped for 
in the wartime emergency then existing. Its phraseology was dictated largely 
by the language of the War Damage Insurance Corporation Act and the nature 
of the insurance coverage made available by that act. Moreover, the war risk 
exclusion clause of the extended coverage endorsement is not sufficiently clear 
when it uses the phrase, “employing atomic fission or radioactive force.” With 
out present-day knowledge of the science, we would express the intent in more 
exact language by using such terms as “nuclear reaction,” “nuclear radiation, 
or “radioactive contamination.” i 

Many people in the business hold the opinion that both the war risk exclusion 
clauses should be reworded not only for modernization and strengthening, but 
as well to permit their consolidation into a single exclusion clause which would 
dispense with the need for the two separate clauses now required. With this 
thinking the members of the committee agree, and furthermore believe that an 
amendment to the fire policy to exclude nuclear perils offers logically a good 
occasion for putting the war risk exclusion in proper form. 

While recognizing that an effort to amend the statutory fire policy will intro- 
duce questions serious for our business, we believe that the need for exclusion of 
nuclear perils by amendment is pressing enough to require that the effort be 
made. Moreover, the chances of success would be enhanced, it seems to us, if 
a nuclear exclusion and a revised war risk exclusion were undertaken at the 
same time, as two parts of what is essentially one problem. 

The seriousness of the peril created by the introduction of nuclear energy 
should be sufficient in itself to unify the insurance business in an organized 
effort to cope with the problem by fire policy amendment. If the nuclear hazards 
are not effectively excluded from property insurance policies, they could seriously 
threaten the solvency of insurance companies in the event a major reactor mishap 
occurs. If individual companies and the several segments of the business could 
reach industrywide agreement in support of a program to amend the statutory 
fire policy in these two respects only, while refraining from advocating other 
changes which some of them might like to bring about, the chances of favorable 
action by State legislatures would be improved. 

And finally on this point, it appears to us that companies might better accept 
the risk of opening up demands by pressure groups of insurance buyers for their 
own pet policy amendments than to incur the risk our business will face if we do 
not effectively exclude nuclear perils from the fire cover. 


Insurance not recommended for radioactive contamination from off-premises 
sources 


At this point, the committee took up the question of whether the companies 
should offer to the general public—owners of dwellings, stores, schools, churches, 
factories, etc.—insurance to cover loss by fire, explosion, or other insured peril 
caused by failure of a nuclear reactor situated on the premises of a powerplant, 
experimental laboratory, etc., or by an accident involving nuclear fuel or other 
radioactive substances at properties using or storing these materials. We refer 
(@) to the possibility of fire or explosion damage to surrounding property caused 
by a nuclear reactor incident, (b) to the radioactive contamination of property 
over a large area that might result therefrom, and (c) to damage to nearby 
property by accidents involving nuclear fuel or other radioactive substances in 
fuel fabricating, processing, or reprocessing plants and the like. 

While such coverage would be in demand by owners of property in the near 
vicinity of nuclear reactor installation, it would probably have little appeal 
to people at a distance from these danger points. Property owners immediately 
exposed would want the insurance protection; it may be questioned if those at a 
distance would be willing to pay the premium. The spread of risk essential 
for a sound insurance undertaking would, therefore, be lacking. Moreover, if 
such insurance were provided, the concentration of liabilities could be enormous 
and might reach such proportions as to threaten the solvency of underwriters 


should a serious reactor incident take place in a thickly populated section of the 
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country. For these reasons, we consider the field—like that of flood insurance 
as one that should not be occupied by private insurance, and, therefore, refrajy 
from recommending such a form of coverage. 

It must be noted, however, that closing the door to coverage against damage 
from off-premises nuclear accidents, including contamination therefrom wouig 
leave unsolved a problem of some moment for such risks as universities, meqj. 
cal centers, experimental and demonstration installations, which comprise 
number of buildings, in one of which there is located a nuclear reactor. For 
example, if a fire occurring in a university building housing an experimental re. 
actor should involve the reactor or radioactive material, and, as a result of 
such involvement, the fire should spread and damage other university buildings 
on the campus, the all-out exclusion clause we have recommended would pre. 
vent recovery under the fire insurance policy covering such other buildings, Ig, 
in the same example, the other buildings on the campus were damaged by radio. 
active contamination, and not by fire, the all-out exclusion clause would oper- 
ate to exclude recovery for contamination of such other buildings. In both ip. 
stances there would be no recovery under the fire insurance policy on the other 
buildings, even though the proximate cause of loss was by fire. Since all the 
buildings are of the same ownership, the proposed government indemnity pro. 
gram would be inapplicable. There will be a demand for insurance to fill the 
gap. 

We offer no recommendation on this score at the present time, believing that 
solution must await discussions with the Nuclear Energy Property Insurance 
Association, which will have a vital interest in the problem, even though it has 
not yet been decided that insurance on a risk of this character will necessarily 
come within the association’s jurisdiction. The committee will carry out any 
further instructions it receives on this point. 


Any nuclear coverage without premium charge? 


The committee next turned its attention to item (6) of the senior committee's 
directive, namely, to what extent the liability excluded by the proposed nuclear 
perils exclusion clause might then be assumed without charge. 

It can be anticipated that in many risks which handle radioactive materials, 
the quantities of such materials will be minute, and stringent safeguards will 
be placed around their use. In such instances, the increase of fire and explosion 
hazards by reason of these materials may be inconsequential. The hazard of 
radioactive contamination from breakage or spillage might also be a limited one. 
Nevertheless, where larger quantities are on hand, and they are put to diverse 
uses, there could be an appreciable increase in the fire or explosion hazards, 
and the risk of radioactive contamination through accidental means could be of 
material concern. In the first instance, an insurance company might well as- 
sume the trifling increase of hazard without charge; in the second, a substantial 
premium might be in order. We see no way to draw a line—to say in one in- 
stance that insurance protection can be granted without premium increase, and 
in the other that a charge for the increased hazard has to be made. We have, 
therefore, been led by practical considerations, to the conclusion that no degree 
of coverage against nuclear perils can be afforded unless a premium is charged 
for the protection. 


Coverage that can be written for a premium charge 


(1) Nuclear reactor installations and facilities related or incident thereto— 
The Nuclear Energy Property Insurance Association has been organized to handle 
property damage insurance requirements of nuclear reactor powerplants, experi- 
mental and test reactors, and operations or facilties related or incident thereto. 
Fuel manufacturing, fabricating, processing, reprocessing, and storage facilities 
are understood to come within the jurisdiction of the association. Provision 
thus having been made for reactor and fuel risks, your committee makes no 
recommendation in this field but leaves to the association the nature of the cov- 
erage to be offered. 

(2) Other than reactor and fuel risks.—Our studies indicated that in a wide 
variety of risks, such as hospitals, laboratories, factories, refineries, etc., which 
do not contain nuclear reactors or nuclear fuel, there will be radio active ma- 
terial, principally isotopes, which will introduce mild to relatively moderate 
contamination hazard. The question is whether in this area limited insurance 
against “inside occurring” contamination from such materials can be written 
for a premium. It was the conclusion of the committee that such coverage is 
a practical proposition and should be undertaken. 
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We recommend therefore that insurance be provided for facilities employing 
radioactive materials (except those containing a nuclear reactor or nuclear fuels 
for which the NEPIA will make provision) against “inside occurring” nuclear 
accidents and radioactive contamination resulting from fire, extended coverage 
and other commonly insured perils. The following draft of an endorsement 
providing such a limited coverage was agreed upon: 


“TIMITED ASSUMPTION ENDORSEMENT 
“(Nuclear Reaction, Nuclear Radiation, and Radioactive Contamination) 


“Provided (1) the property covered by this policy is physically damaged by 
fire or other peril(s) insured against by this policy, and (2) at the time of such 
damage there is neither a nuclear reactor nor any nuclear fuel on the premises 
described in this policy, and (3) as a direct and immediate result of such 
damage further physical damage to the property covered by this policy ensues 
from nuclear reaction, nuclear radiation or radioactive contamination occur- 
ring within, or arising out of material used or stored on, the described premises, 
the coverage of this policy is extended to include direct loss from the further 
physical damage by such ensuing reaction, radiation and contamination.” 

The committee next discussed the advisability of providing a broader clause 
to assume liability for radioactive contamination even though the damage is 
not the result of fire or another peril insured against but simply an accident 
occurring from nuclear materials On the premises other than nuclear fuel or a 
nuclear reactor. In other words, shall coverage be provided for radioactive 
contamination from a cause such as the accidental breakage of a container al- 
lowing isotopes or other radioactive material to escape? We think such a form 
of insurance should be offered, and recommend a clause to be used for this pur- 
pose. While intended primarily to afford coverage for the “accidental breakage” 
type of loss, not necessarily involving fire or other perils, the recommended 
clause would however go further and embrace also the coverage provided by the 
limited assumption endorsement. In other words, if the broader assumption 
endorsement were purchased, the limited assumption endorsement would be 
unnecessary. The following endorsement was agreed upon: 


“ASSUMPTION ENDORSEMENT 
“(Nuclear Reaction, Nuclear Radiation, and Radioactive Contamination) 


“Coverage of this policy is extended to include direct loss by sudden and acci- 
dental nuclear reaction, nuclear radiation, and radioactive contamination oc- 
curring within, or arising out of material used or stored, on the premises 
described in this policy, provided at the time of such loss there is neither a 
nuclear reactor nor any nuclear fuel on the described premises.” 


Rate treatment 


The committee recognizes the difficulties in dealing with the subject of rates 
at this stage, and is fully aware that rate levels will be determined not by 
the national board but by a properly constituted rating authority. We do wish 
however, to comment on the subject. 

Atomic energy developments are still in their infancy and are largely ex- 
perimental. Nevertheless, from our study of the information presently available 
to us, we believe modest rates are indicated for both the limited assumption 
endorsement and the assumption endorsement. Both of these endorsements are 
designed for coverage on numerous kinds of risks—factories, laboratories, food- 
treating plants, pharmaceuticals, ete—which employ amounts of radioactive 
substances differing in kind, quantity, and hazard. However, we believe the fire 
hazard of such risks will not be substantially increased by the presence of nu- 
clear material, and that the potential for radioactive contamination or other 
nuclear damage in such risks, as compared to that of nuclear reactor or nu- 
clear fuel risks, is small. 

In considering the rates suggested below, it is important to note that neither 
endorsement would be available to any risk containing a nuclear reactor or to 
any risk where nuclear fuel is manufactured, fabricated, stored, used, processed 
or reprocessed—in short, neither endorsement would be available to risks be 
lieved to present catastrophic loss possibility. 
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In our opinion, the charge for both these endorsements should be an integral 
part of the fire insurance rate, inserted as an additional hazard charge in the 
application of the fire-rating schedule. 


Property damage rates 


As for the limited assumption endorsement, we think the added charge shoylg 
range from a minimum of about 2 percent to a maximum of about 10 percent of 
the fire rate, gradéd according to conditions. 

As for the broader assumption endorsement, it seems to us that a charge 
ranging from a minimum of about 0.2 cent to a maximum of about 5 cents per 
annum is indicated—this in addition to the charge for the limited assumption 
endorsement. 


Business interruption and extra expense rates 


The same endorsements, with appropriate modifications, are recommended 
for policies covering business interruption and extra expense insurance. The 
committee is not convinced, however, that the usual business interruption rating 
formulas will return an adequate premium, and contemplate that the rating 
authorities will give careful study to this point. 

We recognize that in this rapidly growing science, radioactive substances wil] 
have a multitude of uses, many of which are still unforeseen. We must recog- 
nize also that conditions may develop warranting higher rate charges than those 
suggested. Underwriters and rating authorities will necessarily have to give 
close, continuing attention to the subject so that rate treatment appropriate to 
the hazard can always be accorded. 


Extended coverage endorsement and other extensions of the fire policy 


The committee hoped that the nuclear perils exclusion clause, when incor. 
porated into a form attached to the fire policy, could be considered as applying 
to any extension of coverage added thereto—extended coverage endorsement, 
inherent explosion hazard clause, all-risk forms, etc. This would make for 
simplicity and avoid the expense of reprinting many forms and endorsements 
now in use. After studying the several alternatives and obtaining the advice 
of counsel, we could only conclude that the nuclear perils exclusion clause will 
have to be incorporated into all forms and endorsements which extend the fire 
policy to cover other perils. The unwelcome aspects are obvious, but we can 
discover no other way around the problem. 

In our judgment, the nuclear perils exclusion clause recommended for the fire 
policy would, with one slight change, be suitable for the extended coverage 
endorsement, inherent explosion hazard clause, all risk endorsement, and all 
other endorsements extending the fire policy to cover loss from physical damage 
of one kind or another. The one change is this: the reference to “fire” should 
be eliminated, and the clause would then read as follows (words in brackets 
omitted ; words in italic added) : 


“NUCLEAR PERILS EXCLUSION CLAUSE 


“This company shall not be liable for loss by nuclear reaction, nuclear radiation 
or radioactive contamination, controlled or uncontrolled, whether such loss be 
direct or indirect, proximate or remote, or in whole or in part caused by or 
aggravated by [fire or other] any peril(s) insured against in this policy; nor 
for loss by [fire or other] any peril(s) insured against in this policy resulting 
from such reaction, radiation or contamination.” 

Nore.—On this point we wish to observe that it is only the appearance in line 
12, “perils not included” section of the standard fire policy, of the language, 
“loss by fire or other perils insured against,” that led us to recommend the same 
language in the nuclear perils exclusion clause ; we felt there should be uniformity 
on this point. If line 12 of the fire policy were amended to eliminate the refer- 
ence to “fire,” then the nuclear perils exclusion clause could be amended in like 
manner, and one uniform exclusion clause would then be suitable for fire, inland 
marine, automobile, and the other allied lines policies listed below. 


INLAND MARINE, AUTOMOBILE (PHYSICAL DAMAGE), AND OTHER MISCELLANEOUS 
POLICIES AND FORMS 


After consideration of the fire policy, next we examined other kinds of policies 
in the fire and allied field, and inland marine and automobile physical damage 
policies and forms, all as listed below, to ascertain if the nuclear perils exclusion 
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clause recommended for the fire policy would be likewise suitable for use in 
these contracts : 


Aireraft and motor vehicle policy 
Automobile policy (physical damage) 
Earthquake policy 
Explosion policy 
Inland marine policies : 
Accounts receivable 
Bailees’ customers 
Bicycle floater form 
Bridge form 
Builders’ risk form 
Camera floater 
Camera and musical instrument dealers policy 
Contractors’ equipment floater form—Named perils 
Contractors’ equipment floater form—all risk 
Dealers’ forms 
Equipment dealers’ form 
Film floater 
Fine arts policy 
First class mail policy 
Furriers’ block policy 
Furriers’ customers policy 
Garment contractors floater 
Golfers’ equipment policy 
Government service floater 
Horse and wagon floater 
Installment sales floater 
Jewelers’ block policy 
Mobile agricultural machinery and equipment floater 
Livestock floater 
Motor truck cargo policy 
Musical instruments floater 
Neon signs floater 
Outboard motor boat policy 
Parcel post policy 
Personal articles floater 
Personal effects floater 
Personal jewelry-furs floater 
Personal property floater 
Physicians and Surgeons equipment floater 
Registered mail and express policy 
Salesmen’s floater 
Silverware floater 
Sports equipment floater 
Stamp and coin collection floater 
Theatrical floater form 
Tourist baggage policy 
Transportation form—all risk 
Trip transit policy 
Valuable papers and records form 
Wedding presents floater 
Wool growers floater 
Manufacturers output policy 
Optional perils policy 
Sprinkler leakage policy 
Water damage policy 
Windstorm policy 


While the list does not include every kind of policy insuring against physical 
damage, it is broadly representative. In our opinion, the nuclear perils exclu- 
sion clause recommended for the extended coverage endorsement would be suit- 
able for all these policies and other policy contracts currently used to cover 
loss from physical damage of one kind or another. 
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Assumption endorsements 


The two assumption endorsements recommended for attachment to the fire 
policy are viewed by the committee as suitable (possibly with minor adjustment 
of language) also for use with other policies in the fire and allied fleld, ang 
with inland marine and automobile physical damage policies. 

In conclusion, your committee offers the following: 


THE INSURANCE INDUSTRY 


RECOMMENDATIONS 


(1) The following exclusion clause should be adopted by all fire rati 
bureaus. Its attachment to all fire policies, new and renewal, issued after 
seem ma tere ee should be made mandatory: 


“NUCLEAR PERILS EXCLUSION CLAUSE 


“This company shall not be liable for loss by nuclear reaction, nuclear radi- 
ation, or radioactive contamination, controlled or uncontrolled, whether such 
loss be direct or indirect, proximate or remote, or in whole or in part caused 
by or aggravated by fire or other peril(s) insured against in this policy; nor for 
loss by fire or other peril(s) insured against in this policy resulting from such 
reaction, radiation, or contamination.” 

(2) The following exclusion clause should be adopted by all fire rating bureaus, 
the inland Marine Insurance Bureau, the National Automobile Underwriters’ 
Association, and other rating bodies having an interest. Its attachment to the 
extended coverage endorsement, other endorsements and clauses extending the 
coverage of the fire policy, to allied lines, inland marine and automobile physica] 
damage policies, new and renewal, issued after -....--------- should be made 
mandatory : (date) 


“NUCLEAR PERILS EXCLUSION CLAUSE 


“This company shall not be liable for loss by nuclear reaction, nuclear radi- 
ation, or radioactive contamination, controlled or uncontrolled, whether such 
loss be direct or indirect, proximate or remote, or in whole or in part caused 
by or aggravated by [fire or other] any peril(s) insured against in this policy; 
nor for loss by [fire or other] any peril(s) insured against in this policy reésult- 
ing from such reaction, radiation or contamination.” 

(3) For the sake of nationwide uniformity, and to expedite the exclusion 
program, the National Association of Insurance Commissioners should be asked 
to recommend to the insurance departments of the several States the approval 
of these exclusion clauses when filed by rating bureaus. 

(4) After the exclusion clause for the fire policy has been put into éffect 
and its use has been made mandatory, efforts should then be set in motion to 
introduce legislation in statutory States to have the clause incorporated in the 
standard fire policy. The proposed legislation should also include amendment 
of the war risk exclusion clause of the fire policy so as to dispense with the 
necessity for a separate war risk exclusion clause in the extended coverage 
endorsement. Plans should be made for simultaneous amendment of the stand- 
ard fire policy in nonstatutory States. 

(5) The following assumption endorsements for insuring properties handling 
radioactive materials (but not reactor or fuel risks) should be adopted by fire, 
inland marine, and automobile physical damage rating bureaus, at rate levels 
to be determined by the bureaus: 


“LIMITED ASSUMPTION ENDORSEMENT 
“(Nuclear Reaction, Nuclear Radiation, and Radioactive Contamination) 


“Provided (1) the property coverage by this policy is physically damaged by 
fire or other peril(s) insured against by this policy, and (2) at the time of 
such damage there is neither a nuclear reactor nor any nuclear fuel on the prem- 
ises described in this policy, and (3) as a direct and immediate result of such 
damage further physical damage to the property covered by this policy ensues 
from nuclear reaction, nuclear radiation or radioactive contamination occurring 
within or arising out of material used or stored on the described premises, the 
coverage of this policy is extended to include direct loss from the further physical 
damage by such ensuing reaction, radiation, and contamination. 
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“ASSUMPTION ENDORSEMENT 
“(Nuclear reaction, nuclear radiation, and radioactive contamination) 


“Coverage of this policy is extended to include direct loss by sudden and 
accidental nuclear reaction, nuclear radiation and radioactive contamination 
occurring, within or arising out of maerial used or stored on the premises 
described in this policy, provided at the time of such loss there is neither a 
nuclear reactor nor any nuclear fuel on the described premises.” 

Respectfully submitted. 

A. L. PoLtey, Chairman, 
WILLIAM H. Berry. 
FELIx HARGRETT. 
CHARLES P. JERVEY. 

H. T. Lewis. 


L. M. MIcHEL. 
Juty 9, 1956. 


JuLy 3, 1956. 
Nuclear Energy Property Insurance Association. 
Mr. Frank J. Ross, 
Manager, Factory Insurance Association, 
Hartford, Conn. 

Deak Frank: Enclosed is letter from the Eureka-Security Fire & Marine 
Insurance Co., attached to which is a communication addressed to the above 
association under date of June 13. 

We are also enclosing letter from: the Jefferson Insurance Co. of New York 
dated June 27. 

Sincerely, 





, General Manager. 


(Letter from Munich Reinsurance Co. increasing its participation from $50,000 
to $100,000) 
JULY 10, 1956. 
Re Nuclear Energy Insurance Syndicate Capital Stock Property Insurance 
Companies. 
Mr. LotHaB SUDEKAM, 
President, Munich Reinsurance Co., 
New York, N.Y. 


Dgar Mr. SupEKAM: Your letter of July 5, in relation to the above, has been 


forwarded to Mr. Frank J. Ross, manager of Factory Insurance Association, who 
is handling this matter. 


Very truly yours, 





, General Manager. 


JULY 20, 1956, 
6th. 


Mr. H. T. Lewis. 
Rxecutive. 


The meeting called by Mr. Black last Tuesday was that of the governing com- 
mittee of NEPIA and it pertained solely to the report of the advisory committee 
concerning the proposed syndicate program and did not relate at all to the 
national board “‘Special Committee on Industrial Uses of Atomic Energy” of 
which Mr. Black is also chairman (the letter from the national board dated 
July 11 transmitting the report of the subcommittee states that arrangements 
will be made for a meeting on this subject at the earliest practical date). 

I have addressed a letter to our head office concerning the meeting last Tues- 
day of which you will receive a copy and which should be self-explanatory. 

As regards the report of your national board subcommittee, I have the follow- 
ing comments: 

1. It is noted that the suggested exclusion clause contains in the last three lines 
an exclusion of fire damage resulting from nuclear reaction, etc. Presumably 
this was felt to be necessary in order to comply with the “charge” given to the 
subcommittee. However, I doubt whether this was intended by the committee 
when it prepared the “charge.” I recognize that the “charge” refers to the ex- 
clusion of “loss, directly or indirectly, proximately or remotely, caused by nuclear 
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reaction * * *” and that it does not exempt ensuing fire damage from such 
exclusion. However, I see no reason to go so far as to exclude ensuing fire 
damage for the following reasons: 

(a) Ensuing fire is not one of the catastrophic potentials which the jp. 
dustry is trying to avoid: 

(0) Our standard fire policies presently cover all fire damage (except that 
resulting from war) and it would be very unwise and unpopular for the 
industry to attempt an exclusion of this traditional coverage; 

(c) A clause excluding ensuing fire damage would almost certainly be 
regarded by a commissioner as an unwarranted amendment of the standard 
fire policy which may lead to his disapproval in a nonstatutory State and to 
a failure of enactment it » statutory State. In short, I believe the role get 
out for the industry by the subcommittee’s recommended program is going to 
be difficult enough without making it more difficult by attempting to exclude 
ensuing fire damage (an exposure which the industry can well afford to 
continue to cover just as it does in the case of ensuing fire following earth. 
quake, etc.). 

2. Even if the exclusion of ensuing fire damage is omitted from the exclusion 
clause, the method of approach recommended by the subcommittee will be diff- 
cult to accomplish in a statutory State and the full committee should weigh 
in the balance the risk (I assume the subcommittee regards this as a calculated 
risk) of failing to get a statutory amendment and having the exclusion endorse. 
ment thrown out by a court because of being in violation of the existing statute, 
thus making the position of the companies even worse than it would be in the 
absence of any such amendment. In this connection I feel that the greatest 
concern of the industry has to do not with the possibility of an originating fire 
being the cause of a nuclear incident but, rather, that a nuclear incident will be 
construed as a “fire” bringing the resulting damage, contamination, etc., within 
the coverage of the standard fire policy. With this in mind, I still think that 
there is much to be said for the second type of exclusion clause proposed by the 
subcommittee which is the “interpretation” or “notice” type which avoids any 
negative inference of assumed liability. Incidentally, there would be nothing to 
prevent this second type of clause from being put through the same method of 
approach as recommended for the first type, viz., having it approved by the 
commissioners in the first instance and then, perhaps, affirmed by statutory 
amendment in the statutory States. 

38. While I agree with the suggested desirability of modernizing the war ex- 
clusion clause at the same time we deal with the nuclear incident exposure, 
especially in statutory States, the subcommittee’s reference to “a single exclu- 
sion clause which would dispense with the need for the two separate clauses” 
is somewhat confusing. In my view it would still be necessary or desirable to 
have a separate war exclusion clause in both the statutory fire policy and in 
the extended coverage endorsement even though their wording was substantially 
identical. Moreover, I am not sure that I agree as to the “more exact language” 
suggested for use in the war exclusion clause, which, of course, has to do only 
with “weapons of war” and not with nuclear energy generally. 

4. While I cannot disagree from an underwriting standpoint with the sub- 
committee’s recommendation against insurance coverage for radioactive con- 
tamination from off-premises sources, I feel that this conclusion may lead to 
advocation for some type of Government indemnity (the recent report of the 
Joint Committee on Atomic Energy contains on page 8 a reference to the inten- 
tion of covering university buildings surrounding experimental reactors and 
this concept could easily be expanded to some type of Government insurance 
for all properties surrounding reactors if the insurance industry chose not to 
occupy the field). I realize that the pending Government indemnity program 
would provide a source of recovery for all property owners but this would be a 
“third-party” method of recovery and not a “first-party” method, which is quite 
different. 

5. As a corollary of what was said in paragraph 1 above, it does not seem 
entirely clear that either of the assumption endorsements recommended by the 
subcommittee covers ensuing fire damage (which would be specifically excluded 
under the recommended exclusion clause). As mentioned in paragraph 1 above, 
I believe ensuing fire damage should not be excluded at all. However, if it is 
excluded, then I believe it should be clearly assumed under both the limited 
assumption endorsement as well as the broader assumption endorsement. I 
recognize that there is very little likelihood of fire resulting from an accidental 
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nuclear reaction, etc., not connected with a nuclear reactor or the storage of 
nuclear fuel on the premises, but since ensuing fire damage is specifically ex- 
eluded under the recommended exclusion clause, it would seem that it should be 
specifically reinstated under the assumption endorsements, especially since the 
latter refer to “direct” loss or damage and might not thereby include a fire loss 
which is “indirect” (in other words, if an “indirect” ensuing fire occurs following 
a nuclear reaction, it is specifically excluded under the exclusion clause but not 
specifically reinstated under the assumption endorsements, and I don’t think this 
nded. ) 

eT noua have said at the outset that I think the report of your subcommittee 
is excellent and that it represents a most thorough analysis of a very complicated 
problem, obviously entailing hours of study. I have no doubt that the subcom- 
mittee gave full consideration to the subjects covered by my comments. How- 
ever, before offering the comments at the forthcoming meeting of the full com- 
mittee, I thought it best to let you see them in case I have been guilty of any 
misinterpretation or misunderstanding. 

Please feel free to send a copy of this to Mr. Hargrett or any other member of 
your subcommittee if you think it desirable. ain 


LEGISLATIVE REPRESENTATIVES 
Alabama (New York) : 

Rushton, Stakely & Johnston, 1202-1212 Bell Building, Montgomery, Ala. ; 
Col. Marion Rushton, J. M. Williams, telephone 2—1911. 

©. A. Harris, manager, Alabama Inspection & Rating Bureau, 801 Shepherd 
Building, Post Office Box 80, Montgomery, Ala. 

Alaska (San Francisco) : 

R. E. Robertson, attorney ; Robertson, M. E. Monagle & F. O. Eastbaugh, Post 
Office Box 1211, 200 Seward Building, Juneau; telephone 334. Residence: 
709 Gold Street, Juneau ; telephone 1147. 

Arizona (San Francisco) : 

Irving A. Jennings, attorney, Jennings, Strouss, Salmon & Trask Title and 
Trust Building, Phoenix; telephone, Alpine 8—7011. Residence: 119 East 
Coronado Road, Phoenix; telephone, Alpine 3—1329. 

Ozell M. Trask, attorney, (above firm). Residence: 1809 North 11th Avenue, 
Phoenix ; telephone Alpine 3-7374. 

Arkansas (New York) : 

McMillen, Teague & Coats, Suite 1004, Pyramid Building, Little Rock, Ark. ; 

Verne McMillen, James I. Teague, telephone Franklin 2—7070. 
California (San Francisco) : 

W. F. Williams, 465 California Street, San Francisco 4; telephone, Douglas 
2-2170. Residence: 59 El Toyanol, Orinda; Telephone, Clifford 4-3167. 
During legislature in Sacramento: Sacramento Hotel, telephone, Gilbert 
3-4881. Capital pay station (must be paged), telephone Hudson 46901. 

Colorado (New York) : 

W. L. Braerton, president, Braerton, Simonton, Brown, Inc., general agents, 
527 Gas and Electric Building, Denver, Colo. 

W. W. Tarbell, Center, Colo. ; phone Center 225W, Saguache, Colo. 

Connecticut (New York): 

Hale Anderson, counsel, Hartford Indemnity Co., Hartford, Conn. 

Hugh Harbison, legal department, Travelers Insurance Co., Hartford, Conn. 

John A. North president, Phoenix Insurance Co., Hartford, Conn. 

J. F, Deegan, vice president, National Fire Insurance Co., Hartford, Conn. 

Delaware (New York): 
William R. Murphy, 1 Clarke Avenue, Milford, Del. 
District of Columbia (New York) : 

Clarence C. Klocksin, 2649 North Hackett Avenue, Milwaukee 11, Wis. 

(During sessions : Hotel Continental, Washington, D.C.) 
Florida (New York) : 

Tilton, Floyd & Warren, Tallahassee, Fla., Post Office Box 612; telephone 
2-4823 and 2-0310. Apalachicola, Fla., Box 537; telephone 150. 

Florida Inspection & Rating Bureau, W. R. Ewing, district manager, Post 
Office Box 168, Tallahassee, Fla. 

Florida Inspection & Rating Bureau, R. P. Goodloe, manager, Post Office Box 
539, Jacksonville, Fla. ; telephone 6-4201. 
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Georgie (New York) : 
. M. Lancaster, Hotel Henry Grady, Atlanta, Ga.; telephone, Lamar 3211, 
we ee sessions: 126 North Elizabeth Street, Sylvester, Ga.; telephone, 
Sylvester 3531.) 

Hawaii (San Francisco) : 

Harry G. Albright, secretary, Board of Underwriters of Hawaii, 320 Diu. 
ingham Transportation Building, Honolulu, Hawaii; telephone, 522455, 
Residence : 5238 Makalena Street, Honolulu; telephone, 3-2646. 

Idaho (San Francisco) : 

Harry W. Poulson, national director, Idaho Association of Insurance 
Agents, 1120 Bannock Street, Boise; telephone, 2-3536. Residence: 1612 
Pomander Read, Boise; telephone, 4-4028. 

Illinois (Chicago) : 

Handled direct from Chicago office. On occasions we have asked D. 

Giffin to assist on individual bills, but he has no general representative 
authority. 

D. Logan Giffin, Giffin, Winning, Lindner & Newkirk, First National Bank 
Building, Springfield, Ill. ; telephone 7568. 

Indiana (Chicago) : 

V. M. Armstrong, attorney, 1100 Peoples Bank Building, Indianapolis, Ind.; 
telephone, Melrose 8-5521. 

Chairman, legislative committee: E. P. Ressler, agent, National Fire In- 
surance Co., 115 North Pennsylvania Avenue, Indianapolis 4, Ind; 
telephone, Market 6395. 

Lynn ‘Swisher, 129 Hast Market, Indianapolis, Ind. ; telephone, Market 5531. 

Iowa (Chicago) : 

Robert W. Colflesh, attorney, Parrish, Guthrie, Colflesh & O’Brien, Register 

and Tribune Building, Des Moines, Iowa; telephone, 4-2147. 
Kansas (Chicago) : 

G. Clay Baker, attorney, Baker, Doherty & Murrell, Columbian Building, 
Topeka, Kans. ; telephone, 2—9391. 

Chairman, legislative committee: 

H. O. McIntosh, State agent, Hanover Fire Insurance Co., Columbian 
Building, Topeka, Kans.; telephone, 2-9305. 

Curtman Maupin, State agent, Home Insurance Co., Garlinghouse Building, 

Topeka, Kans. ; telephone, 4-6681. 
Kentucky (Chicago) : 
No attorney. 
Chairman, legislative committee: 
John C. Wharton, Grum & Forster, 606 Security Trust Building, Lex- 
ington, Ky.; telephone, 3—1650. 
J. Branch Tabor, Fidelity Phoenix Insurance Co., 1128 Starks Building, 
Louisville, Ky.; telephone, JA. 6174. 
Louisiana (New York) : 

Lemle & Kelleher, National Bank of Commerce Building, New Orleans, La.; 

telephone, Raymond 1241. Harry B. Kelleher. 
Maine (New York) : 

Perkins, Weeks & Hutchins, Depositors Trust Building, Waterville, Maine. 

Thomas N. Weeks; telephones: office, Waterville 442; home, Waterville 
2143. 
Maryland (New York): 

Bartlett, Poe & Claggett, southwest corner Calvert and Redwood Streets, 
Baltimore, Md. J. Kemp Bartlett, Jr.; telephone, Lexington 5610. 

F. John Barclay, vice president, Maryland Casualty, Baltimore, Md. 

Massachusetts (New York): 

Insurance Federation of Massachusetts, 11 Beacon Street, Boston, Mass. 

Arthur C. Conley, general counsel; telephones, Capitol 7—4172, 7-4173. 
Michigan (Chicago) : 

W. O. Hildebrand, secretary-manager, Michigan Association of Insurance 

Agents, 516 Tussing Building, Lansing, Mich.; telephone, Ivanhoe 5-8222. 
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Minnesota (Chicago) (this State handled by Insurance Federal of Minnesota) : 
George A. French, secretary and counsel, Insurance Federation of Minne- 
sota, 1018 Foshay Tower, Minneapolis, Minn.; telephone, Atlantic 6926. 

For conference we use: 

Armand W. Harris, St. Paul Fire & Marine Insurance Co., 111 West 
Fifth Street, St. Paul, Minn.; telephone, Capitol 4-3737. 
Cc. W. Hall, president, Northwestern Fire & Marine Insurance Co., 125 
South Fifth Street, Minneapolis, Minn.; telephone, Main 8301. 
Mississippi (New York) : 
Clant M. Seay, manager, Mississippi Association of Insurance Agents, Post 
Office Box 1136, Jackson, Miss. ; telephone, 3—8357. 
Legislative committee : 

F. Julian Carroll, manager, Mississippi State Rating Bureau, Post 
Office Box 1790, Jackson, Miss. 

James L. Ross, St. Paul Fire & Marine Insurance Co., Post Office 
Box 286, Jackson, Miss. 

John H. Ledbetter, Hartford Fire Insurance Group, Post Office Box 
1720, Atlanta, Ga. 

Edgar Rushing, Hartford Fire Insurance Group, Post Office Box 
810, Jackson, Miss. 

E. ©. Leonard, Post Office Box 711, Meridian, Miss. 

Missouri (Chicago) : 

No attorney. 

Paul W. Terry, manager, Missouri Inspection Rating Bureau, 1330 Pierce 
Building, St. Louis, Mo. 

Chairman, legislative committee : 
Farl L. Crellin, State agent, Continental Insurance Co., 3960 Lindell 
Boulevard, St. Louis, Mo. ; telephone, Jefferson 5-3381. 
Alex B. Young, special agent, Hartford Fire Insurance Co., 916 Wal- 
nut Street Building, Kansas City, Mo.; telephone, Victor 2—5052. 
Montana (San Francisco) : 
H. J. Luxan, Luxan & Scribner, Helena, Mont. 
Nebraska (Chicago) : 

James L. Brown, secretary, Nebraska Insurance Federation, Post Office 

Box 483, Lincoln, Nebr. ; telephone, 2-5135. 
Nevada (San Francisco) : 

George L. Vargas, attorney, Vargas, Dillon & Bartlett, 400 Ryland Building, 
Reno, Nev.; telephone 2-3461. Residence, 150 Greenridge Drive, Reno, 
Nev.: telephone, 3—-8051 (private line). During legislature, Carson City; 
telephone 840. 

New Hampshire (New York) : 

Lester S. Harvey, president, New Hampshire Fire Insurance Co., Manchester, 
N.H. 

New Jersey (New York) : 

Francis Van Orman, vice president and general counsel, American Insurance 
Co., 15 Washington Street, Newark, N.J. 

William B. Rearden, president, Firemen’s Insurance Co., 10 Park Place, 
Newark, N.J. 

New Mexico (New York) : 

Seth & Montgomery, 111 San Francisco Street, Santa Fe, N. Mex. A. K. 

Montgomery. 
New York: 


James J. Beasley, 29 Broadway, New York, N.Y.; telephone, DIgby 4-3737. 
During legislative session, Hotel Ten Eyck, Albany, N.Y. 
North Carolina (New York) : 
Joyner & Howison, 1103 Security Bank Building, Raleigh, N.C. Col. William 
T. Joyner, telephone, office, Raleigh 3-1646; residence, Raleigh 2-2923. 
North Dakota (Chicago) : 
Jos. D. Byrne, agent, Home Insurance Co., Byrne Insurance Agency, 206 
Fifth Street, Bismarck, N. Dak. ; telephone, 96. 
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Ohio (Chicago) : 
Raymond W. Kilbourne, attorney, 50 East Broad Street, Columbus Ohio: 
telephone, Capitol 4-4217. 7 
Company committee: 
. Fred I. Sipp, Hartford Fire Insurance Co., 44 East Broad Street 
Columbus, Ohio; telephone, Capitol 1—-7827. . 
Thomas O. Dye, agent, Phoenix Insurance Co., 50 West Broad Street 
Columbus, Ohio ; telephone, Main 7574. , 
W. H. Witherspoon, State agent, Aetna Insurance Co., 1010 Hartman 
Building, Columbus, Ohio; telephone, Adams 7879. 
Oklahoma (Chicago) : 
Walter D. Hanson, attorney Hanson & Green, 929 Leonhardt Building 
Oklahoma City, Okla.; telephone, Central 2—8138. : 
Chairman, legislative committee : 
George E. Wyatt, special agent, Hartford Fire Insurance Co., 415 North- 
west Fifth Street, Oklahoma City, Okla.; telephone, Central 2-2498. 
Oregon (San Francisco) : 
Oregon tax research : 
William E. Bade, manager; Louise Humphrey, executive associate, 
811 Portland Trust Building, Portland, Oreg.; telephone, CA. 7-413], 
Residence: Mr. Bade, Route 3, Box 79, Tigard ; telephone, ME. 9~-1765. 
Residence: Mrs. Humphrey, 15680 Southeast Wallace Road, Portland; 
telephone, OL. 4-2361. During legislature, Salem: Mrs. Louise 
Humphrey, legislative representative, Hotel Senator, Salem; tele. 
phone, 3-4151,* State House telephone, 4-6861. 
Pennsylvania (New York): 
Homer W. Teamer, secretary-treasurer, Insurance Federation of Pennsy}- 
vania, Fifth and Chestnut Streets, Philadelphia, Pa.; Lombard 3-1213, 
Puerto Rico (New York): 
James R. Beverley, Post Office Box 2926, 150 Tetuan Street, San Juan, P.R. 
Puerto Rico Inspection Bureau, Ralph Malone, secretary, 102 Maiden Lane, 
New York City. 
Rhode Island (New York) : 
Raymond F. Henderson, 155 Main Street, Pawtucket, R.I.; telephone, PA. 
5-5687 and 2—7957. 
Christopher Del Sesto (Gaspee 1-7730), 1130 Hospital Trust Building, 
Providence, R.I. 
South Carolina (New York): 
Turner, Padget & Graham, Carolina Life Building, Columbia, S.C. ; Columbia 
2-2197. N.A. Turner, residence, Lexington 4191. 
South Dakota (Chicago) : 
Stephens, Riter & Mayer, attorneys, Hengel Building, Pierre, S. Dak.; tele- 
phones 5826 and 5827. Direct contact: Burt Burton, 2514 Clarkway, Sioux 
Falls, S. Dak. ; telephone 2-2201. 
Tennessee (Chicago) : 
Robert L. Alexander, Jr., Stahlman Building, Nashville, Tenn.; telephone, 
Chapel 2—6403. 
Paul Eldridge, Jr., State agent, Niagara Fire Insurance Co., 820 Stahlman 
Building, Nashville, Tenn. ; telephone, Alpine 6-5143. 
Texas (New York): 
Will C. Thompson, Thompson, Coe & Cousins, Mercantile Securities Build- 
ing, Dallas, Tex. ; telephone, Randolph 8621. 
Vermont (New York) : 
C. Prescott Hoffman, president, Vermont Association of Insurance Agents, 
Brattleboro, Vt. 


1 Salem telephone number will probably be changed before next session. 
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Virginia (New York) : 
Claude D. Minor, Denny, Valentine & Davenport, Travelers Building, Rich- 
mond, Va. ; telephone Richmond 3-3471. 
Legislative committee: 

D. L. Coulbourn, resident manager, National of Hartford Group, 
American Building, Richmond, Va. 

William P. Hundley, resident manager, Firemen’s Insurance Co. of 
Newark, State-Planters Bank Building, Richmond, Va. 

E. B. Smoot, resident manager, Aetna Fire Group, 400 Bast Main 
Street, Richmond, Va. 

Clyde B. Marshall, State agent, Phoenix of Hartford Group, Trav- 
elers Building, Richmond, Va. 

Washington (San Francisco) : 

George W. Clarke, attorney, Clarke, Clarke & Albertson, 1118 New World 
Life Building, Seattle, Wash.; telephone Main 0494. Residence: 3835 
West Mercer Way, Mercer Island ; telephone Adams 1148. 

West Virginia (New York) : 

Steptoe & Johnson, Charleston, W. Va., Stanley C. Morris, Robert Lawson, 
Jr. ; telephone Charleston 2-2194. 

Steptoe & Johnson, Clarksburg, W. Va. (James M. Guiher); telephone 
Clarksburg 4-5601. 

Col. Louis Johnson, Steptoe & Johnson, Shoreham Building, Washington, 
D.C. ; telephone National 8-8282. 

Wisconsin (Chicago) : 

Irving P. Mehigan, attorney, 942-949 Bankers Building, 208 East Wisconsin 
Avenue, Milwaukee, Wis. ; telephone Broadway 6—0324. 

Chairman, Legislative Committee: Eli Shupe, manager, Home Insurance 
Co., 208 East Wisconsin Avenue, Milwaukee, Wis.; telephone Broadway 
6-3110. 

Wyoming (New York) : 

W. L. Braerton, president, Braerton, Simonton, Brown, Inc., general agents, 

527 Gas & Electric Building, Denver, Colo.; telephone Acoma 4851. 


JULY 31, 1956. 
Hon. Writ1aM A. SULLIVAN, 


Commissioner of Insurance, 
Olympia, Wash. 


Dear Bry: I have been away on vacation and on return find a copy of brief 
of your attorney general in the matter of Crafts v. Federal Trade Commission. 
Thank you for your thoughtfulness in sending it to me. 

When we had lunch in Seattle, about a month ago, I told you I was going to 
write a personal letter expressing the reasons for my concern about Federal 
intrusion in the regulation of the business of insurance. At that time I said I 
thought the FTC’s activities were in the nature of a Trojan horse operation. The 
commissioners and the business had their eyes fixed on the FTC, but meanwhile 
other departments of the Federal Government and the Congress were taking 
over the regulation of the business of insurance. 

We did not get around to any specific example, but the purpose of this letter 
is to acquaint you with some of them. 

(1) The General Accounting Office is said to be the source of a regulation 
promulgated by the Department of Defense, which regulation provides that air- 
plane manufacturers are not to insure planes which are on the ground awaiting 
delivery to the Government—and this even though the plane manufacturer has 
not been paid for the plane. The regulation provides in substance that an 
equitable adjustment would be made in the contract provisions if the planes 
were destroyed. This would not protect the manufacturer under a great many 
situations; nevertheless, the Department of Defense has promulgated the regu- 
lation. The net effect of this is to wipe out a part of the business which insur- 
ance commissioners are supposed to be regulating. 

(2) The Securiies and Exchange Commission fought vigorously for a bill 
at the last session of the Congress which would have extended its jurisdiction 


to all insurance companies, with particular reference to their annual statements 
and their proxy practices. 
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(3) The Securities and Exchange Commission is presently contending 
in court that its jurisdiction extends to an insurance company writing variabje 
annuities on the theory that such contracts are “securities.” 

(4) The Housing Act (just passed by Congress), as originally intrody 
provided for a self-insurance fund. In that form the bill was approved by the 
Senate committee and passed the Senate. It was only because of the fight made 
by us in the House that this provision was stricken and in conference—in order 
to get the bill passed—the Senate receded from its position. We are informe 
this suggestion came orignally from the General Accounting Office and the Fed. 
eral Housing Administration went along with it. 

(5) Flood insurance. The Congress has passed, and the President will almost 
certainly sign, a bill which provides for what is called insurance against flood, 
although it is in fact a subsidy of more than 50 percent. It would be bad enough 
having this program called an insurance program. Worse, however, is the fact 
that the bill defines “flood” so broadly that it permits the Government to write 
insurance which is not flood insurance—insurance which is written by private 
insurers—and this is to be done merely by having the Administrator promulgate 
a regulation broadening the definition. The definition in the act reads as 
follows: 

“(a) ‘Flood’ includes any flood, tidal wave, wave wash, or other abnormally 
high tidal water, or the water component of any hurricane or other severe 
storm, surface landslide due to excess moisture, and shall have such other meap- 
ing as may be prescribed by regulation of the Administrator.” 

Obviously, this is an intrusion into a field occupied by private insurers and 
permits of a 50-percent cut in rates if only by reason of the subsidy. The rate 
could probably be cut more for a few years on the theory that the program was 
experimental and could not be expected to be self-sustaning during that period, 

I do not include in the above list any of the life insurance legislation passed 
by this Congress, but you no doubt know that the Congress has lowered the age 
limit for qualifying for social security benefits and has provided for total dis- 
ability payments after age 50. This, of course, is a major intrusion into the dis- 
ability business. However, I do not argue about it as it is outside my particular 
field and may have social significance beyond the point which I raise. 

What I wish to make clear is that in the property insurance field at least five 
different moves have been made by the administrative and legislative branches 
of the Federal Government, within the last year, (totally apart from the FTC) 
and that four of these moves are now accomplished facts—that the Federal 
Government has intruded and is operating in the field which was supposedly, 
exclusively, one for State regulation. 

I remember well the fight you made when the Interstate Commerce Commis- 
sion ventured on a minor intrusion into the regulation of the business of insur- 
ance. I can understand how the commissioners might not know of depart- 
mental activities such as the General Accounting Office and the Department of 
Defense, but they cannot escape knowing what the Congress has been doing 
and my belief is the silence of the commissioners has left the Congress with the 
wrong impression. 

I repeat, I think this problem is far broader than the immediate FTC prob- 
lem. It represents a cross section of thinking running all through Washington— 
looking toward an expansion of power over the insurance business and even 
Federal operation of the insurance business. 

With best regards. 

Sincerely yours, 
J. RayMonpD Berry, General Counsel. 


OFFICE MEMORANDUM 
Avavsart 8, 1956. 
To: J. Raymond Berry, general counsel. 
From: W. F. Williams. 
Subject : Brokers’ exchange, earthquake insurance. 


Do you recall last March that the Insurance Brokers’ Exchange of California 
was in the process of exerting considerable pressure to seek a congressional 
appropriation for the U.S. Coast and Geodetic Survey? It was their intention 
that this extra appropriation would make it possible to conduct rather detailed 
studies of earthquakes and their damage upon dwelling structures. Remember 
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s on the phone and you suggested it might be a good idea to try 
ee then and tien use it as a kind of test to see how such a tactic 
7 part might react? Now that Congress has adjourned I think we can 
p> ~ say that this idea of theirs was completely scotched. I feel confident 
pro pave no idea of my part in the process which caused them eventually to 
ein the scheme. You told me that you were well aware of their activities 
“ue this line. Did you ever get any repercussions after we persuaded them 
— W. F. WrriaMs. 


AveustT 7, 1956. 
MEMORANDUM 


Re developments in connection with the Matter of the American Hospital and 
Life Insurance Company V. the Federal Trade Commission 


At St. Louis the Health Insurance Association of America agreed to keep 
other interested associations and individuals informed on developments in the 
above case. This memorandum is a report to date. | 

1. The Health Insurance Association of America has retained Whitney North 
Seymour of the firm of Simpson Thatcher & Bartlett, New York, to prepare and 
file a brief amicus curiae in the case and be prepared to argue the matter orally 
if permitted to. The Life Insurance Association of America and the American 
Life Convention have retained the firm of Covington & Murling, Washington, 
D.C., for similar purpose. The American Mutual Alliance is preparing and will 
file a brief. It is my understanding that the National Association of Independ- 
ent Insurers and the National Association of Casualty and Surety Agents will 
do likewise. I have not learned that the National Board of Fire Underwriters or 
the Association of Casualty and Surety Cos. have as yet determined what action, 
if any, they will take. 

2. From correspondence between Mr. Seymour and Mr. Wheeler, counsel for 
the American Hospital and Life Co., it appears that the petitioner’s brief will 
be due around mid-September. The exact date is not known. When we have it, 
we will pass that information on. The case should be heard in the fall term. 

3. It is learned that the National Association of Insurance Commissioners 
Special Committee on Preservation of State Regulation will be headed by 
Commissioner McConnell of California and will include Commissioners Knowl- 
ton, Navarre, Holz, and Saunders. The membership of the committee has not 
been announced officially ; therefore, please consider this information as more or 
less confidential until general announcement is forthcoming. Some background 
material concerning the America Hospital case and the jurisdictional question 
has been furnished this committee for its use, if desired, in discussing the mat- 
ter with the attorneys general of the various States. What action the Associa- 
tion of Attorneys General will take in connection with this matter is not known 
at thistime. It is thought that it would be preferable if that association would 
prepare one brief in which the attorneys general of the various States could 
join, rather than have a large number of briefs filed in the case. It is believed 
that there is some danger in having too many and varied interpretations of the 
McCarran-Ferguson Act and also that in an election year extraneous issues 
bearing on the question of States rights might be injected into the case. I 
understand that this view is held by Commissioner McConnell. 

Further information will be sent along as it is available. Thanks to all who 
have passed on to me information as to what their associations are doing. 





R. R. NEAL. 
Roya Liverpoot INSURANCE Group, 
New York, N.Y., August 7, 1956. 
Mr. J. Raymonp Berry, 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: I have already sent you a copy of my memorandum addressed to 
Mr. Lewis under date of J uly 20 regarding the report of the subcommittee of the 
National Board’s Special Committee on the Industrial Uses of Atomic Energy 
recommending a proposed “exclusion clause” for the standard fire policies, ete., 

Mr. Lewis tells me that almost all of the members of the subcommittee are 
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now on vacation and that it will not be possible to bring my comments before 
them at the present time. However, he has informed me that the mutuals are 
leaning in the direction of using an endorsement of the "interpretation” o, 
“notice” type and he has shown me a copy (copy enclosed) of their proposed 
endorsement which was handed to the subcommittee at a meeting in Hartforg 
about 2 weeks ago. 

I like the mutuals’ proposed endorsement better than that proposed by oyr 
own subcommittee: in general it would answer most of the objections raised jp 
my memorandum. Specifically, it would do the following which I believe to pe 
important : 

1. It would be in the form of an “interpretation” which might avoid the 
dangers of an out-and-out amendment ; 

2. It would rule out nuclear reaction as a “fire” or “explosion” and also 
exclude liability for radioactive contamination, which are the only points 
which have us worried, and it would not attempt to exclude any rea) fire 
damage ; 

8. It would unobtrusively slip into the policy an exclusion of damage 
caused by atomic weapons of war and thus repair the principal defects of 
the present war exclusion clause in the standard policy without undertaking 
the difficult task of amending that clause as suggested. 

I think you and I should be prepared to express our views on this to Mr. 
Black’s committee when it meets, and also to lead the discussion when it comes 
before the laws committee, and I would appreciate learning your reaction to the 
foregoing. 

Yours very truly, 

H. Ciay Jounson, Deputy U.S. Manager. 


ATOMIC ENERGY EXCLUSION ENDORSEMENT 


It is mutually understood and agreed that this policy does not cover any lia- 
bility for direct or indirect loss or damage resulting from (1) any atomic weapon 
of war, or (2) any radioactive contamination, regardless of cause. A nuclear 
reaction itself shall not be considered to be a fire or an explosion within the 
intent or meaning of this policy. 


OFFICE MEMORANDUM 
AveustT 15, 1956. 
To: J. Raymond Berry, general counsel. 
From W. F. Wililams. 
Subject : Talk to be given at California convention. 


Enclosed are two copies of the talk I proposed to give at the 49th annual con- 
vention of the California Association of Insurance Agents. I will appreciate 
your suggestions or comments at the earliest possible date. 

You will notice my reference to insurance for political subdivisions. Since this 
is a rather ticklish subject among insurance agents and since it touches upon 
the question of commissions, I thought it might be a good idea to “clear” my 
treatment of the subject with the California association. Both Frank Knapp 
and Hi Hendren read it. So that you will have an exact indication of their 
reaction I will quote Frank’s comments: 

“Although Bill is now on the company side of the picture. I feel that he is 
close enough to our association, and the members of our association know Bill 
and his thinking well enough that he can get by with saying the things on con- 
missions that he says in his speech. Also, as far as political subdivisions are 
concerned, I feel strongly that this should be said, and again feel that Bill can 
say them without getting himself in any trouble. Some of the things he says may 
cause some of our local associations and agents to stop and do a little soul 
searching or thinking which, in my book, is exactly what we want them to do.” 

The second copy is for your use if you decided to send it along to your good 
friend and critic in Hartford. 


W. F. WILtiaMs. 
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AucustT 10, 1956. 

Revised assessment rule rating bureaus. 
Mr. Kent H. PARKER, 
Manager, Western Underwriters Association, 
Chicago, Ill. 

Dear Kent: The last recollection I have of revision of assessment rule is one 
I believe your office had prepared following a study. Will you send me a copy 
of it and will you let me know what States have approved it. 

Best regards. 


Sincerely, 
J. RayMonp Berry, General Counsel. 


THE TRAVELERS, 
August 10, 1956. 
Federal Trade Commission v. American Hospital Life Insurance Company. 
Mr. J. RAYMOND Berry, 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 

Dear Ray: We have been informed that the initial draft of the Life Associa- 
tion brief is to be given to the L.I.A.A. on August 20. The L.I.A.A. has ex- 
pressed willingness to us to have copy of the draft referred to you for review. 
The H.I.A.A. has also expressed willingness to have copy of its brief referred 
to you for review. We do not yet know the exact date when the first draft of the 
H.1.A.A. brief is expected. 

We have asked that copies of these briefs be referred to you for review so that 
the national board be given opportunity to determine whether there is anything 
in the briefs which might be prejudicial from the point of view of the national 
board companies or whether in the opinion of the national board there are any 
matters not covered which should be. 

Very sincerely, 
Hue Harsison, Attorney. 


Aveust 13, 1956. 
Federal Trade Commission v. American Hospital Life Insurance Company. 


Mr. HueH HARBISON, 
Attorney, the Travelers Insurance Co., 
Hartford, Conn. 

Dear HueuH: Thanks for yours of August 10. I am looking forward to both 
briefs. 

The American Mutual Alliance has already sent me an outline of theirs and 
will send me a draft as soon as one is drawn. From the outline it would appear 
they are staying away from any question of concurrent jurisdiction. 

You probably know that the record will not be prepared until around the 
end of September or early October. 


Sincerely, 
J. RAYMOND Berry, General Counsel. 


AMERICAN MUTUAL ALLIANCE, 
Chicago, Ill., August 14, 1956. 
Federal Trade Commission jurisdiction. 
Mr. J. RayMonp Berry, 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 

Deak Ray: Thanks very much for your letter of August 8 on this subject. 
We appreciate your compliments, and also appreciate your suggestions. 

You hit exactly the point on which there seems to be a dearth of published 
material, and the treatment of which has somewhat concerned us. We think 
we have a better treatment in the actual draft of the brief than was suggested 
in our summary. The paragraph which you quoted in your letter of August 8 
was not used in our draft of a brief. Rather, we have used a different reason- 
ing process which is based on a principle similar to your analogy. 
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Our summary did not suggest any criticism or discussion of the rationale of 
the FTC’s decision, but our draft of a brief does contain references to statementg 
in that decision. We believe such references are necessary to indicate our view 
that the FTC reached its erroneous conclusion by starting from a wrong premise, 

Sincerely yours, 
Joun 8S. HAMILTON, Jr., 
General Counsel, 





Aveust 8, 1956. 
Federal Trade Commission jurisdiction. 
Mr. Joun S. HAMILTON, Jr., 
General Counsel, American Mutual Alliance, 
Chicago, Ill. 

Deak JoHN: Thank you very much for your letter of July 31, enclosing outline 
of proposed brief in the above. 

I compliment you on the detailed analysis in the outline of brief. If I were 
to make any suggestion it would be that under topic C the treatment of section 
2(b) of Public Law 15 be firmed up a little bit. Your outline says: 

“There is nothing in section 2(b) which requires any other inerpretation, 
* * * Effect of 2(b) is to provide for State regulation of activities which, in the 
absence of such regulation, the FTC could regulate.” 


I think of 2(b) as the back of the plate—the face of which is found in 2(a), 

Section 2(a) affirmatively recognizes State regulation as the instrument which 
Congress adopts in the exercising of its regulatory power of interstate commerce, 
Section 2(b) then supplements 2(a) by negativing any thought of interference 
in that State regulatory pattern as a result of Federal laws, except “to the 
extent that such business is not regulated by State law.” 

To put it another way—I do not look on 2(b) as a provision which is so much 
“to provide for State regulation of activities” as it is a provision to bar Federal 
regulation except “to the extent * * *.” 

I note, too, you stay away from any criticism or even discussion of the ration- 
ale of the FTC’s decision. Is this purposeful? Was it your feeling that it was 
better not to get into this? 

Sincerely, 
J. RAYMOND Berkey, General Counsel, 


AMERICAN MUTUAL ALLIANCE, 
Chicago, Ill., July 31, 1956. 
Federal Trade Commission jurisdiction. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

Dear Ray: We are enclosing for your information, two copies of a summary 
of brief amicus curiae which the American Mutual Alliance plans to file with 
respect to the jurisdictional issue in American Hospital & Life Insurance Oom- 
pany v. FTC majority decision in that case and with the resolution adopted at 
the recent annual meeting of the National Association of Insurance 
Commissioners. 

When our brief and petition for leave to file are completed for presentation 
to the U.S. Court of Appeals for the Fifth Circuit, which will be within the next 
few weeks, we will send you copies of them. 

Sincerely yours, 
JoHN 8S. HAMILTON, Jr., General Counsel. 


WESTERN ACTUARIAL BUREAU, 
Chicago, Ill., August 14, 1956. 


Revised assessment rule rating bureaus. 
Mr. J. RAYMOND Berry, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 
DEAR Mr. Berry: Mr. Parker has just left the office for a little vacation and 


I am therefore taking the liberty of replying to your letter of August 10 for copy 
of the above material. 
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We refer to this as the rules on bureau service charges and copy is attached 
herewith. This includes the most recent change relating to partial subscriper- 
ship as appearing under note 5 on page 2 which is part of section 2. The middle 
western inspection bureaus are, generally speaking, operating under these rules 
which have been filed in some States but not in all. I do not have a record of 
the actual States which have filed these rules with their insurance departments. 
It appears quite certain that all of the bureaus have adopted the latest change 
pertaining to partial subscribership except in Tennessee and possibly Missouri. 

The foregoing comments do not apply to Arkansas, West Virginia, Colorado, 
Wyoming, and New Mexico. i , 

If you need more specific information we could circularize each of the bureaus. 

Yours very truly, 
H. O. SNEDIKER, Assistant Manager. 





Aveust 16, 1956. 
Mr. JAMEs I. TEAGUE, 
McMillen, Teague & Coates, 
Little Rock, Ark. 

Dear Ike: In line with our conversation of a few days ago I enclose copy of 
“Bureau Service Charges” which, according to Western Actuarial Bureau, in- 
cludes the most recent change relating to partial subscribership. (See note 5 

. 2. 
a a know just how the equitable apportionment called for in that rule is 
worked out, but doubtless your bureau manager can get the details by conferring 
with Chicago. 
Yours very truly, 
J. RAYMOND Berry, General Counsel. 


AvcustT 16, 1956. 
Re revised assessment rule rating bureaus. 


Mr. H. O. SNEDIKER, 
Assistant Manager, Western Actuarial Bureau, 
Chicago, Ill. 


Dear Mr. SNEDIKER: Thank you for your letter of August 14. Arkansas is 
faced with the need of amending its partial subscribership rule. I am therefore 
sending counsel for the rating bureau a copy of the rule which you enclosed. 

We do not believe it is necessary for you to circularize the bureaus as your 
letter gives us the information we wanted. We want you to know, however, 
that we appreciate your offer. 

Yours very truly, 


J. RAYMOND Berry, General Counsel. 


AveustT 16, 1956. 
Re Federal Trade Commission. 


Mr, JoHNn S, HAMILTON, Jr., 
General Counsel, American Mutual Alliance, Chicago, Il. 

Deak Mr. HAMILTON: Will you please furnish me with a copy of your brief 
as soon as it is available. 


We have not yet decided whether to file a brief, and my own inclination is not 
to file unless one of the amicus briefs raises a new point which we consider 
dangerous to State regulations. 

My feeling is based on the thought that the subject will be briefed “ad 
nauseam” at the circuit court of appeals level, and it might be well for us 
to save our file until issue is joined in the Supreme Court. 

If your organization and other branches of the business felt strongly that 
we should come in now, it would have a bearing on our final decision. Frankly, 
between your brief, the health and accident insurers’ brief, the life insurers 
association brief—to say nothing of such briefs as may be filed by the Attorney 
General—I think the court may feel we are imposing on it. 

With best regards. 


Yours very truly, 
J. RayMOND Berry, General Counsel. 
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AUGUST 20, 1956, 


Re report of the Subcommittee of the National Board Special Committee on 
the Industrial Uses of Atomic Energy. 


Mr. H. CLay JOHNSON, 
Deputy U.S. Manager, Royal-Liverpool Insurance Group, 
New York, N.Y. 

Dear Ciay: This is in answer to your request for my views on memorandum 
dated July 20, 1956, from you to Mr. H. T. Lewis, and your letter of August 7, 
1956, both with reference to the above. 

The first point in your memorandum of July 20 has to do with the last three 
lines of the recommended exclusion clause, which lines exclude loss by fire or 
other perils insured against resulting from nuclear reaction, etc. 

Whether this exclusion should continue in the clause depends on the answers 
to two questions: one underwriting, the other political. As to the first, I have 
an opinion, but, not being an underwriter, I am vulnerable if I express it. Ag 
to the second, I agree with you that the exclusion will increase the difficulty 
of getting this clause approved, both in legislatures and in insurance depart- 
ments. I reiterate, however, what you have already noted; i.e., that the sub. 
committee was discharging its assignment when it put these words into the 
clause. 

As to your second point, i.e., the method of approach, here again the subcon- 
mittee was following the only course which I believe it could follow if it wanted 
to be absolutely sure that the exclusion would stand up in a court test. The 
only way I can see that result being reached is to get a statutory amendment in 
those States which have a statutory policy. 

I take it you agree the only sure way of having the exclusion sustained 
(whether subcommittee recommendation or “interpretation” type) in a statutory 
State is by amending the statute. If you are going to the legislature, in either 
event the form recommended by your subcommittee comes closer to conventional 
statutory language than does the “interpretation” type of exclusion. I cannot 
recall any statutory forms that embody a mutual understanding of the parties 
to the statutory contract. The general theory of the statutory contract is one 
of conditions imposed by the legislature without regard to the wishes of the con- 
tracting party. I would therefore think, on the question of form, that the sub- 
committee’s recommended approach would meet with less resistance among the 
legislatures, assuming the exclusion of postnuclear incident fires is deleted, 

There are, of course, dangers in going to the legislature. I explained these 
to the subcommittee and I gather from the subcommittee’s language on page 
3, last paragraph, under the page 2 heading of “War Risk Exclusion Clause Also 
Involved,” that the subcommittee had decided those dangers might better be 
faced. If I understand your position correctly, you also would want legislative 
approval even if the “interpretation” form were used, so I see little difference in 
legislative risk. In both cases, the legislature may turn you down with result- 
ing judicial holding the exclusion clause is ineffectual. If you do not go to the 
legislature, the same judicial answer may result whether the subcommittee ap 
proach or the “interpretation” approach is used. Both could be thrown out in 
statutory States with consequences that would flow into the nonstatutory States, 

Incidentally, in your treatment of point 2, you say: 

“In this connection I feel that the greatest concern of the industry has to do 
not with the possibility of an originating fire being the cause of a nuclear 
incident but, rather, that a nuclear incident will be construed as a ‘fire,’ bringing 
the resulting damage, contamination, etc., within the coverage of the standard 
fire policy.” 

I am not sure you are correct in this feeling. I did not attend all of the:sub- 
committee’s meetings, but I did hear members express themselves on the above 
point. I heard expressions of grave concern about the possibility of a fire 
spreading to, or a lightning bolt striking, a commercial reactor with conse 
quent responsibility for the damage flowing therefrom. 

I share your view in point 3, that it is desirable to have a separate war 
exclusion clause in both the statutory fire insurance policy and the extended 
coverage endorsement. 

As to your point 4, if the legislation ultimately passed by Congress provides 
for Government indemnity, I would not be too apprehensive of the Government 
moving into the insurance field selling “first party coverage” against contamina- 
tion. If an incident occurs, it will almost certainly be a res ipsa louqutur situa- 
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tion and the political pressure to see that everyone was paid would almost 
eliminate the need for litigation. I think the draftsmen of the Government 
indemnity program realize this. You will remember they had provisions in 
the bill permitting compromising claims without court action. This is not to 
say there is no risk involved of Government intrusion in the first party field, 
it is merely to say I do not consider that risk very grave. 

With reference to your point 5: I agree with you, there is no specific assump- 
tion of ensuing fire loss in either of the assumption agreements. I am quite 
gatisfied that a court would construe both these clauses as covering such loss. 

Turning now to your letter of August 7 and your numbered points with refer- 
ence to the mutuals draft: 

(1) You say this “might avoid the dangers of an out and out amendment.” 
I can agree it “might,” but I do not believe it would. In the statutory States 
I cannot believe a conscientious insurance department would approve it and, in 
my opinion, if it were approved, a court would strike it down as an effort to 
restrict the statutory policy. 

(2) Your subcommittee’s recommended form accomplishes what you point out 
in (2) and more than that. If your subcommittee’s recommended form deleted 
the last three lines, I think your point would be made, and it seems to me the 
subcommittee’s language “nuclear action, nuclear radiation, or radioactivity 
contamination” are more protective words from the insurers standpoint. 

(3) I cannot believe this could be done “unobtrusively” and, even if it were, 
I doubt that it would “repair the principal defects of the present war exclusion 


-elause.” 


Turning now to the language of the mutuals exclusion clause, the heading is 
“Atomic Energy Exclusion Endorsement,” but the language of the clause seems 
to draw a distinction between “Atomic Weapon of War” damage, “Radioactive 
Contamination” damage and “Nuclear Reaction” damage. I suggest the heading 
should be broadened at least to substitute the word “Nuclear” for the word 
“Atomic.” 

The second line of the form provides that it “does not cover any liability for.” 
This, to me, is confusing. To my mind, liability does not attach until rights 
have been established; so that the clause, to my mind, reads “does not cover 
any right that has been established for.” In the same line, I find the words 
“any atomic weapon.” My recollection is your subcommittee was advised to 
stay away from the word “atomic” as both inaccurate and outmoded. Further- 
more, these words appear in an endorsement which raises the possibility that 
this language may be considered as a substitute for, and not a supplement to, 
the war risk exclusion in the policy. 

In the fourth line the form excludes “any radioactive contamination,” but it 
does not exclude “nuclear radiation.” I believe your subcommittee was advised 
by nuclear experts to use both phrases if they wanted a complete exclusion. 

In the sixth line are the words “fire or an explosion.” I suppose a nuclear 
reaction could not possibly be construed as lightning, but I would like to have 
that confirmed by the experts before I bought this language. 

I note this form is only for attachment to the fire policies. I assume if it 
were going to be used in other policies, corresponding change in language would 
be made such as is recommended in page 11 of your subcommittee’s report. 

This letter has been awfully long, Clay, and very blunt in its comments. I 
am not taking the time to polish it as answer has been too long delayed and, 
in any event, bluntness may sharpen up our discussion. I do apologize, however, 
for its roughness. 

Very truly yours, 
J. RAYMOND Berry, General Counsel. 


AvuaustT 27, 1956. 

Hon. DonaLD KNOWLTON, 

Chairman, Surplus Line Committee, National Association of Insurance Com- 
missioners, Insurance Department, Concord, N.H. 

Dear Don: The industry subcommittee met on August 22 here in New York 
and will hold another meeting between now and the convention. The date for 
such meeting has not been fixed, but there was a suggestion that we might meet 
in Miami on Sunday, before the convention opened. 
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It occurs to me this may be somewhat late in the day, inasmuch as we are 
only one-half of a joint committee; the other half being composed of commis. 


sioners. 


It is possible we might take a day in September when the National Association 


of Insurance Agents has a group meeting here in New York. 


If you care to express any view on what date you would recommend for oy 
meeting, I would appreciate it. As chairman of the industry Subcommittee, 


I do not want to be charged with dereliction or delay. 
With best regards, 
Yours very truly, 





J. RAYMOND Berry, General Counsel, 


MODIFICATION OF AGENCY AGREEMENT 


New York Orrice, 


For: Mr. E. M. Griggs, J. Raymond Berry. 


From: The National Board of Fire Underwriters Committee on Laws, J, g: 


McKenzie. 


Dear Nep: By all means, take this up with the Western Underwriters anq 
discourage it. The Aetna started this move a couple of years ago in the laws 
committee of the national board, and at that time the laws committee dis. 


couraged it. 


I am inclined to believe there may have been individual company modifications 
made, but so far as I know, none has been made with any official trade associ- 


ation’s support. 
Sincerely, 





August 28, 1956. 


Jack G. McKenzi. 


STaTE or NEw HAMPSHIRE, 
INSURANCE DEPARTMENT, 


Concord, 
J. RAYMOND BERRY, 
General Counsel, The National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: Upon my return to the office, I find your letter of August 27 with 
reference to a meeting of the industry subcommittee on surplus line laws 
Upon reviewing the action taken by the NAIC, the report indicates that the 
industry subcommittee was to meet and submit to the commissioners’ subcon- 
mittee any suggestions it may have. It was also understood that you would 
invite representatives of the surplus line associations to submit suggestions and 
make a report to the subcommittee. I did not understand that the action con- 


templated a joint meeting with the commissioners in the firs 


In view of this situation, I suggest after the industry subcommittee meetings, 
you prepare a report and send it to me. I will then call a joint meeting 
of the subcommittees to be held in connection with the NAIC meeting in 


December. 
I hope this meets with your approval. 
Sincerely yours, 


OFFICE MEMORANDUM 


To: Jack G. McKenzie. 
From: General Counsel Berry. 
Subject: Industry committee surplus line laws. 


Call a meeting for either Saturday or Sunday in Miami before the insurance 


commissioners’ convention. 


September 14, 1956. 


t instance. 


DoNALD KNOWLTON. 


SEPTEMBER 17, 1956. 


J.R.B. 
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SEPTEMBER 17, 1956. 
Hon. DonALD KNOWLTON, 
Commissioner of Insurance, 
State House Anne, Concord, N.H. 
Dear Don: Thank you for your letter of September 14. 
The course you suggest meets with my approval. We will set a date for the 
industry subcommittee which meets the convenience of most of the members. 
Best regards. 
Sincerely, 
J. RayMonp Berry, General Counsel. 


New York OFFIce, 
September 19, 1956. 
From: The National Board of Fire Underwriters, Committee on Laws. 
For: Mr. J. G. McKenzie, Hon. Robert B. Taylor, president, J. Raymond Berry. 


Conferred with Mr. Earl King, chief accountant of Securities and Exchange 
Commission and two assistants, in the Securities and Exchange Commission 
Building in Washington, D.C., on September 18, 1956, with reference to the 
attached letter and questionnaire which has been sent to all of our member 
companies. 

Mr. King confirmed the statement in the letter that this questionnaire came 
as a result of a request from Senator Fulbright, chairman of the committee; 
that it was not the brain child of the Securities and Exchange Commission staff; 
that Securities and Exchange Commission was taking no position on it, but 
would merely report the results of the questionnaire to Senator Fulbright and 
his committee. 

It was Mr. King’s guess that this information would be used in connection with 
legislation to be introduced at the coming Congress. He could not say whether 
there would be any future questionnaires, but I gathered that he had no plans 
to develop further questionnaires unless asked to do so by the congressional 
committee. He was aware of the fact that if this legislation passed it would 
result in a regulatory control by the SEC of stock insurance companies ; whereas 
mutual companies would be free from SEC control. 

I told him my plan to recommend to our companies that if they answer, they 
include in their answers a statement to the effect that their proxy practices and 
proxy material were subject to examination by representatives of all of the 
States in which the company was authorized to do business. He had no objections 
to such advices. 


NEw YorK OFFICE, 

September 20, 1956. 
From the National Board of Fire Underwriters, Committee on Laws 
For Mr. J. G. McKenzie 
Re Securities and Exchange Commission intrusion into State regulatory field. 
Hon. Rogert B. Taytor, 
President, National Association of Insurance Commissioners, State of Oregon, 

Department of Insurance, Salem, Oreg. 


Deak Bos: I am enclosing to you, as president of the association, a memoran- 
dum in duplicate with the thought that you can send one copy on to the chairman 
of the appropriate committee of the NAIC. I would communicate with him direct, 
but I am not sure which committee would have jurisdiction of this subject. 

I wrote to you on June 25 about this development in connection with Senate 
bill 2054. Apparently new legislation will be introduced in the coming Congress 
cone will continue the effort to place insurance regulation in the hands of the 

Strangely enough it does not appear to be the SEC bureaucrats attempting to 
get this. Apparently the move is sparked by Senator Fulbright, who I had 
thought was a States rights Democrat. 

This is one on which we have time to do something. I will try and get your 
ear on it at Miami for a few minutes. 

With best regards, 

Sincerely yours, 
J. RayMonp Berry, General Counsel. 
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SEPTEMBER 20, 1956, 

Hon. F. Brirron McConne Lt, 

Chairman, Preservation of State Regulation Committee, National Association 
of Insurance Commissioners, care of Insurance Department, San Francisco, 
Calif. 

Dear COMMISSIONER McCoNNELL: Referring to my letter of yesterday: 

I have had a telephone talk with Mr. James F. Crafts, president, Fireman's 
Fund Insurance Co., with reference to industry groups and possible names of 
individuals in those groups whom you might invite should you desire to get a 
cross section of business sentiment respecting Federal intrusion into the regy. 
latory field. 

I attach a list of organizations with their addresses and the names of ip. 
dividuals representing those organizations which I recall were present at the 
meeting in St. Louis when this subject was discussed. 

In addition to the names on the attached I would suggest that there be included 
in the list of invitees the following: 

National Association of Mutual Insurance Agents, 829 Investment Building, 
Washington, D.C. 

Earl A. Lamb, president, 136 William Street, New York, N.Y. 

National Association of Insurance Brokers, 57 William Street, New York, 
N.Y., Hal D. Wilson, president, San Francisco, Calif. 

These two organizations may have been present at the St. Louis meeting without 

my remembering them, but in any event I believe they are important segments 

of the business. 
Yours very truly, 
J. RAYMOND Berry, General Counsel, 


American Life Convention, 230 North Michigan Avenue, Chicago, Ill.; W. Lee 
Shields, associate general counsel. 

American Mutual Alliance, 20 North Wacker Drive, Chicago, Ill.; John §. 
Hamilton, Jr., general counsel. 

Associated Factory Mutual Fire Insurance Cos., 512 Turks Head Building, 
Providence, R.I.; Ambrose B. Kelly, associate general counsel. 

Association of Casualty and Surety Cos., 60 John Street, New York, N.Y.; Ray 
Murphy, general counsel. 

Health Insurance Association of America, 60 John Street, New York, N.Y.; 
Joseph F. Follman, manager. 

Life Insurance Association of America, 488 Madison Avenue, New York, N.Y.; 
Eugene N. Thoré, general counsel, 1000 Vermont Avenue, Washington, D.C.; 
Kenneth Kimbal, 1000 Vermont Avenue, Washington, D.C. 

National Association of Casualty & Surety Agents, 112 Water Street, Boston, 
Mass.; Charles F. J. Harrington, executive vice president. 

National Association of Independent Insurers, 111 West Washington Street, 
Chicago, Ill.; Vestal Lemmon, manager. 

National Association of Insurance Agents, 96 Fulton Street, New York, N.Y.; 
George S. Hanson,’ general counsel. 

National Board of Fire Underwriters, 85 John Street, New York, N.Y.; J. Ray- 
mond Berry, general counsel. 

National Fraternal Congress of America, 35 E. Wacker Drive, Chicago, IIL, 
Foster F. Farrell, secretary. 


SEPTEMBER 20, 1956. 
Hon. FRANK SULLIVAN, 
Commissioner, Department of Insurance, Topeka, Kans. 


DEAR FRANK: I have just learned of your appointment as chairman of the 
subcommittee to study statistical, rating and filing problems of multipleline 
contracts. Congratulations. 

Has this subcommittee met or do you have a meeting scheduled at this 
time? Will you please advise us of any scheduled meeting of this subcommittee? 

I hope you have been feeling fine. Give my kindest regards to Mrs. Sullivan. 
With kindest personal regards to you. 

Sincerely, 
Jack G. McKENZIE, 
Assistant General Counsel. 





1 You may wish to route this invitation through Robert E. Battles, of Los An eles, who 
was recently elected president of the National Association of Insurance Agents. " 
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Minutes OF JOINT MEETING OF THE SPECIAL COMMITTEE ON INDUSTRIAL USES OF 
ATroMic ENERGY AND ITs SUBCOMMITTEE, HELD IN THE Boarp Room, NATIONAL 
Boarp oF Fire UNDERWRITERS, 85 JOHN Street, New York, SEPTEMBER 26, 
1956, aT 11 A.M. 


Present: Mr. K. E. Black, chairman, and Messrs. Percy Chubb 2d, J. V. Herd 
(representing Mr. F. A. Christensen), H. Clay Johnson (representing Mr. Clarke 
Smith), and H. W. Miller of the parents committee; Messrs. A. L. Polley, chair- 
man, Felix Hargrett and Robert Wareing (representing Mr. Charles P. Jervey) 
of the subcommittee. ; 

There were also present: Messrs. Charles A. Loughlin of the Home Insur- 
ance Co.; J. J. Magrath of the Federal Insurance Co.; General Counsel J. R. 
Berry of the national board staff. 

Advices of their inability to attend were at hand from Messrs. H. T. Lewis 
and L. M. Michel of the subcommittee. 

Chairman Black opened the meeting, reviewing briefly the present situation 
with respect to the status of Federal legislation pending on the atomic energy 

ogram. 

Peiie then asked Mr. Polley, chairman of the subcommittee, to present the 
report of the subcommittee dated July 9, which had been circulated to the 
members of the special committee on July 11. It was the unanimous view 
that since all had had an opportunity to study the report, a discussion could be 
had of the conclusions. 

With reference to the nuclear perils exclusion clause, Mr. Polley stated that 
the subcommittee had attempted an “all-out” exclusion in conformity with the 
instructions it had received. He spoke of the serious problem which exists in 
States having a statutory fire policy with respect to obtaining the passage of 
legislation amending the statutory policy; he referred to the problem as being 
somewhat a lesser one in nonstatutory States, but still of serious proportions. 

Chairman Black asked for an expression of opinion as to whether the com- 
mittee considers the recommended exclusion clause a true “all-out” exclusion, 
and all present agreed that the clause as drafted accomplishes this intent. The 
chairman then raised the question as to whether the committee considers so 
far reaching an exclusion as desirable and practical. Considerable discussion 
followed, particularly as to the propriety of excluding fire damage ensuing from 
a nuclear reactor incident. Several members expressed the opinion that an 
exclusion this far reaching would be a distinct innovation for the fire insurance 
business which has attempted thus far to exclude from the fire policy only those 
fire losses caused by war or fraud. Some members through the exclusion of 
fire following a nuclear incident unwise, and that there was little hope of effect- 
ing so drastic an exclusion either by legislation in statutory States or insurance 
department approval in nonstatutory States. The thought was expressed that 
in view of the admitted difficulties in the way of effecting such an exclusion, 
perhaps it would be better for the subcommittee first to determine, by searching 
inquiry, whether there is a possibility of a catastrophic fire damage ensuing 
from a nuclear reactor incident. 

It was the unanimous view that the subcommittee be requested to explore this 
question fully, and that its study go further and include also inquiry into the 
possibility of fire of any proportions outside a nuclear reactor resulting from 
a nuclear reactor incident. Over and beyond these two points, the committee 
desires the subcommittee to explore the possibility that fire (regardless of its 
origin) might be spread by nuclear reaction whether such reaction takes place 
in a reactor or in fuel or in isotopes or other products of fission, and further, 
under what circumstances if any might nuclear reaction interfere with control of 
the spread of fire. 

The subcommittee will also wish in its consideration to reexamine that por- 
tion of the exclusion clause relating to loss “aggravated by fire or other perils,” 
because of the relation between this language and the problems referred to. 

There was consideration of the need for specific mention of “fire and other 
perils insured against” but discussion developed the unanimous view that the 
phrase is needed in order to exclude the nuclear peril regardless of the cause of 
the occurrence. Furthermore, it was the unanimous opinion that radioactive 
contamination must be excluded, regardless of the cause, to accomplish the pur- 
pose desired. 

(The meeting recessed for lunch from 12:45 to 1:45 p.m.) 
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Following luncheon the assumption clauses were considered. In presen 
the assumption clauses, both limited and broad, on pages 15 and 16, it wag 
explained that the subcommittee had developed such clauses for application to 
risks not covered by the Nuclear Energy Property Insurance Association. The 
subcommittee was requested to make further investigation to determine whether 
isotopes would be capable of “nuclear reaction.” In reviewing the limited 
assumption endorsement, it was pointed out that the intent was to provide for 
insurance against radioactive contamination resulting from a fire or other peril 
insured against on the premises of small users of nuclear material such as igo. 
topes. One member suggested that “ensuing fire” should be specifically men- 
tioned in the limited assumption endorsement, but it was the general opinion that 
loss by fire ensuing from nuclear action (if this be possible) would be covered 
by the present wording “physical damage” in the limited assumption endorse. 
ment. 

Summarizing, it was the consensus that it would be feasible to underwrite the 
hazard of radioactive contamination resulting from radioactive materials, not 
including nuclear fuels, on premises covered by a policy to which the limited 
assumption clause is attached, provided the cause of the occurrence is “fire or 
other peril insured against.” The committee is of the view, however, that a loss 
resulting from a nuclear incident as the originating cause is not covered. 

It was the unanimous view that the limited assumption endorsement be re 
ferred back to the subcommittee in the light of the discussion at this meeting, 
authorizing the subcommittee to confer with recognized nuclear scientists, if 
necessary, to determine whether radioactive materials other than fuel could 
create a fire; that following review of the subcommittee’s conclusions by general 
counsel, it report back to this committee. 

It was further the unanimous view to request the subcommittee to outline 
an approach to the rating of risks subject to the assumption endorsements; Le, 
the physical factors to be considered rather than an estimate of the cost. 

The committee reviewed the assumption endorsement which has been drawn to 
provide coverage against contamination from nuclear materials, other than 
fuel, on the premises insured, even though no fire or other peril insured against 
was the cause of the occurrence. There was a question relative to the phrase 
“occurring within” appearing in the second line of page 16 of the report as to 
whether the phrase is actually needed or whether there need be clarification 
of the terminology or its punctuation. The assumption endorsement was re 
ferred back to the subcommittee in light of the discussion with particular ref- 
erence to the earlier discussions on the limited assumption endorsement. 

It was noted that the committee has not yet explored the subject of insurance 
on properties which do not have nuclear elements on the premises. 

The meeting adjourned at 2:40 p.m. 

L. A. Vincent, Secretary. 


Lire INSURANCE ASSOCIATION OF AMERICA, 
New York, N.Y., October 3, 1956. 
Mr. JoHN McKENZIE, 
The National Board of Fire Underwriters, 
New York, N.Y. 

Dear Jack: We are redoing the premium tax map in accordance with your 
suggestions. This revised copy will omit the information as to annuity taxa- 
tion, which applies only to life companies. Perhaps this can serve as a basis 
of discussion when our three organizations pool our predictions for 1957 and talk 
over our plans. 

States marked in red—we are giving priority in preparing material to aid 
the person who has to go to that State if and when such adverse legislation 
materializes. As you requested here is an outline of what this material for each 
State will include: 

1. Summary of all our current information that has any bearing on tax mat- 
ters, whether from newspaper accounts, recommendations made by legislative 
study commissions, or otherwise. 

2. Drafts of all the arguments we have that oppose such tax legislation— 
in getting these up in final form we plan to study the type of arguments likely 
to be most effective, in view of our previous experience in the State and to care 
fully adopt the drafts to fit the situation in that State. Such arguments and 
memorandums will, of course, include latest available figures but will stay in 
draft form until actually needed. 
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3. Information regarding the makeup of the legislature, including political 
packground, business affiliations, of all members of the insurance and tax com- 
mittees of both houses. (Much helpful information in this regard is found in 
legislative handbooks published by some States. ) : , . : 

4, Evaluation of legislative help we have received in past sessions in that 
State (from local companies, agents, State life underwriters association, at- 
torneys, etc.) with consideration of how this local assistance can best be utilized 
next year. This will be prepared with the aid of those of us who have been 
in the State and will be so frankly written that it must be closely held by our 
lobbyists. For instance, my opinion as to the value of the help of some South 
Carolina companies and agents should not be read by them. 

In the past, when someone from here had to go into a State there has always 
been a rush to assemble such material. The above will be an attempt to get it 
ready in advance so far as it is possible to do so. 

We hope you and Ray can get together with us sometime in the near future 
to compare notes and ideas. 

Sincerely yours, 


MANUEL M., GoRMAN, 
Assistant General Counsel. 


OcTOBER 3, 1956. 
To: Mr. J. Raymond Berry, general counsel. 


From: W. F. Williams. 
Subject : Catastrophe insurance studies by chambers of commerce. 


On August 9 we discussed on the phone means of transmitting to company 
managers dangers involved when State chambers of commerce undertake studies 
of insurance for certain catastrophe coverages, You told me then that you 
intended to take the matter up with your laws committee, and ultimately with 
the executive committee. You suggested that I, in turn, discuss the subject at 
the next meeting of our Pacific coast committee. 

The first meeting held since our discussion was last Friday, the 28th. It was 
impossible for me to attend this meeting, so we turned the entire file over to Mr. 
Clyde Marshall. It is my understanding that he presented the subject very 
ably and that some interesting and constructive discussion took place. In due 
time the New York office will receive Mr. Stange’s minutes of this meeting. 

Essentially the recommendation will be that the national board cause to be 
furnished to all State chambers of commerce a copy of the recent publication 
of the American Insurance Association, “Studies of Floods and Flood Damage, 
1952-55.” In a letter of transmittal to these State chambers it is suggested 
that attention be called to the obvious detail and expense of making such an 
elaborate study and, furthermore, that duplicate studies by any chamber of 
commerce would be almost certainly prohibitive in cost or incomplete. The 
committee suggested further that State chambers of commerce be asked to advise 


local chambers that this study is available, should any of them have the subject 
initiated. 


W. F. WIiiraMs. 


INSURANCE DEPARTMENT, STATE OF KANSAS, 
Topeka, October 6, 1956. 
Re subcommittee to study statistical, rating, and filing problems of multiple line 
contracts. 
Jack G. McKENZIE, 
Assistant General Counsel, 
National Board of Fire Underwriters, 
New York, N.Y. 


Deak Jack: I hope that you will pardon my delay in answering your letter of 
September 20 relative to the above. At the present time we are somewhat con- 
cerned relative to the election of a Republican Governor in the State of Kansas, 
and I have been continually out of the office since the receipt of your letter. 

While the commissioners in Kansas, Iowa, New York, Ohio, and Washington 
are members of this subcommittee, the work will be done by those in the depart- 
ments directly working with the problem. Russell R. Brown, of the Kansas 
Department, will act as chairman of the subcommittee. Russ has already written 
letters of inquiry calling for suggestions to J. H. Finnegan, manager of the 











3938 THE INSURANCE INDUSTRY 


actuarial bureau of the National Board of Fire Underwriters, and to H. R 
Perlet, general manager of the Interbureau Insurance Advisory Group, request. 
ing that they offer any suggestions they might have relative to study on this 
subject. I would also like to have your reaction on the matter. 

At this date it appears that about all we can do is set up an organization for 
the study. Whether or not we can get sufficient reaction from those interesteg 
to hold a meeting prior to the Miami convention is a question. I have just beep 
discussing the matter with Russ and it appears that possibly about all we cap 
do is set up an organizational meeting by correspondence, and meet sometime 
during the convention in Miami; however, if those in industry feel it advisable to 
hold a preliminary meeting prior to that time, we would be very happy to cajj 
such a meeting, possibly in Chicago, within the next 2 or 3 weeks. I have writtep 
the other commissioners asking for their suggestions. 

Please let me hear from you offering any suggestions you might have on 
the matter. With kindest personal regards, I am, 

Sincerely yours, 
FRANK SULLIVAN, 
Commissioner of Insurance, 





HEALTH INSURANCE ASSOCIATION OF AMERICA, 
Washington, D.C., October 10, 1956, 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

DEAR Mr. Berry: Enclosed are six copies of the brief that has been prepared 
for the health association by Mr. Seymour. At this stage the brief is in draft 
form and certain points are being discussed with Mr. Seymour. However, it 
would not seem that any radical changes will be made and we wanted to get 
it into your hands as promptly as possible for your information. We expect to 
see Mr. Seymour next week and hope to arrange shortly thereafter a meeting 
with counsel of other interested associations. I will keep you advised. Best 
regards. 

Yours sincerely, 
Bos. 





MINUTES OF MEETING OF THE OFFICERS CONFERENCE, HELD IN THE Boarp Room, 
85 JoHN Strreet, NEw YorkK, TUESDAY, OCTOBER 17, 1956, AT 3 P.M. 


Present: Messrs. H. W. Miller, vice president ; Barry Truscott, secretary ; D. R. 
Ackerman, treasurer; K. E. Black, chairman of the executive committee; Past 
President F. A. Christensen and General Manager L. A. Vincent, who acted as 
secretary. 

In the absence of President Hullett, Vice President Miller presided. 

Advices of their inability to attend had been received from Messrs. J. C. 
Hullett and J. V. Herd. 

This conference of the officers was held pursuant to action of the meeting of 
September 26 for the purpose of considering the analysis of classified underwrit- 
ing experience developed by the actuarial bureau of the national board. 

Mr. Black outlined the need for analysis of the classified underwriting experi- 
ence results compiled by the actuarial bureau and suggested that such analysis 
be undertaken as an activity of the national board and that there should bea 
central point from which the results of such analysis could be made available 
to the business and to the regional associations and rating bureaus. 

Extended discussion of the national board’s position as statistical agent and 
advisory organization followed and the suggestion was made that other organiza- 
tions such as the American Insurance Association or Inter-Regional Insurance 
Conference might undertake such work. 

It was agreed in principle that there is need for some central facility for 
actuarial analysis of the classified experience data compiled by the actuarial 
bureau and conference with the boards and bureaus on the results of such 
analysis, but that it would be necessary to develop proper and effective means of 
accomplishing this. 
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It was the unanimous view that a further conference of the officers be held 
when all can be present and prepared to offer ‘Suggestions in the light of this 
discussion in an endeavor to reach a conclusion for recommendation to the 
executive committee at its meeting on December 13, 1956. 

The meeting was adjourned at 3:58 p.m. 
L. A. VINcENT, Secretary. 





MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
Boarp OF FirE UNDERWRITERS HELD IN THE Boarp Room, 85 JOHN STREET, 
New YORK, ON OCTOBER 17, 1956, AT 11 A.M. 


Present: Mr. H. Clay Johnson, chairman; Messrs Philip S. Brown, Ray Caver- 
ly, Lester Harvey, Cc. A. Loughin, G. D. Mead, J. G. Niederlitz, P. J. Priore, 
A. L. Ross and Francis Van Orman; Hugh Garland (representing John R. 
Barry), G. B. Armstrong (representing Millard Bartels), J. H. Dillard (repre- 
senting James F. Crafts), Harry Cross (representing Frank F. D rsey), Peter 
Korsan (representing K. B. Hatch), J. W. Hitchens (representing William Mac- 
Lean), Braxton Dew (representing Olaf Nordeng), Russell Viering (represent- 
ing John A. North), W. L. Nolen (representing S. T. Shotwell) ; also E. S. Coons, 
counsel, Commercial Union, W. H. Tribou, secretary, Aetna Insurance Co., 
Richard Winslow, general counsel, Boston Insurance Co.; also General Counsel 
Berry, General Manager Vincent, Assistant General Counsel McKenzie, and 
Ray E. Hughes of the law department. mn 

Advices of his inability to attend were at hand from Mr. William MacLean. 


FEDERAL MATTERS 


Income tav.—Mr. Niederlitz, chairman of our subcommittee on taxation, read 
the attached progress report in connection with his committee’s study of catas- 
trophe reserves. The subcommittee was instructed to continue its studies using 
the accounting firm of Haskins & Sells. It was further instructed to continue 
its conversations with the staff of the congressional Joint Committee on Taxation. 

Antitrust investigation.—General counsel referred to advices from counsel 
that the investigation of the Antitrust Division of the Department of Justice 
with respect to the Board of Fire Underwriters of the Pacific and Pacific Fire 
Rating Bureau did not disclose any violations which warranted bringing suit 
against the two organizations. It must be expected that the Antitrust Division 
will continue its study of the industry. 

Federal Trade Commission—American Hospital Case.—At our last meeting the 
chairman and general counsel were left with discretion to decide at the proper 
time whether to file a brief on behalf of the stock fire interests in this case, or 
to join in briefs being prepared by other branches of the business. Decision has 
not yet been made but our present inclination is not to file at the circuit court 
level. General counsel expects to discuss this with the NAIC committee at the 
end of this month. In the event the commissioners feel the business should file 
we would be disposed to change our present thinking. 

Federal Housing Act.—This legislation, which would have set up a self- 
insurance fund in the FHA, failed of enactment but a similar provision must be 
expected in the next comprehensive housing bill. The General Accounting Office 
does not see why the Government should not self-insure. This reflects a senti- 
ment in Washington which is spreading. 


OcTOBER 17, 1956. 
Re American Hospital and Life Insurance Co. v. Federal Trade Commission, 
(U.S.C.A. 5d). 
Mr. Rosert R. NEAL, 


General Manager, Health Insurance Association of America, 
Washington, D.C. 


Deak Bos: This is to thank you for furnishing me with copies of the Health 
Insurance Association brief in the above matter. 

I like the brief very much. It is well written; extremely clear; it makes its 
points and does not waste a lot of words. I like particularly the way your 
second point on congressional history has been handled. That one could have 
been labored for many pages, and such treatment, in my judgment, would 
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only have been confusing. You have hit the essential points and again have not 
wasted a word. 

You mentioned in our telephone conversation that we would have a chance to 
comment on this at a meeting to be held in New York when the brief got into more 
final form. In order that you can know how my mind is running before gue, 
meeting, I submit the following comments: 

Page 3: Second paragraph, starting with the words “A substantial number’ 
I wonder why this paragraph is put in. I find no reference to the subject matter 
of this paragraph in either the majority or minority opinion of the FTC. Aga 
matter of fact, the majority opinion seems to be content to limit itself to the 
company’s activities in the 14 States in which it is licensed. (See second ang 
third paragraphs of the Kern opinion.) 

Do we need to go beyond the facts with the FTC relied upon? If we do not, 
I would suggest the deletion of the paragraph in question on page 3, as it raises 
a totally new set of questions, ie., questions as to the regulation in those States 
other than the 14 where the company is admitted. 

Page 5: heading should be “Summary of Argument” instead of “Agreement,” 

Page 12: I would be happier if the last sentence was not in the brief. For one 
thing, I do not like to see the question of concurrent jurisdiction raised, For 
another thing, I do not agree with the statement “for to have bestowed concurrent 
jurisdiction on the commission, no proviso at all would have been needed.” 
Stated another way, you are saying—“the FTC would have concurrent juris. 
diction if there were no proviso in section 2(b) of the McCarran Act.” I don't 
believe that is correct. Section 2(b), without the proviso, reads, “No act of 
Congress shall be construed to invalidate, impair or supersede any law enacted 
by any State for the purpose of regulating the business of insurance, or which 
imposes a fee or tax upon such business of insurance.” To my mind those words 
do not bestow concurrent jurisdiction on the FTC. Whether I am right or not 
in this conclusion, I am certainly right in saying that it is arguable that they do 
not bestow concurrent jurisdiction. In either event, why make the concession? 

It may be that you do not mean “proviso” in the fourth line from the bottom 
of the page; but mean, “the last phrase of the proviso,” but even with that change 
I would be happier if the whole sentence could be left out. 

Page 14: I am a little confused by the last two sentences on that page; perhaps 
because they attempt to combine a reference to two doctrines, (1) the doctrine of 
paramount Federal interest and (2) the doctrine of congressional consent. 

I feel the brief would be stronger if after the sentence which starts with “These 
cases” there was a distinguishing sentence which pointed out that the Congress 
enacted the McCarran Act knowing that there were varying State regulatory 
patterns; that Congress action negatives any thought of a paramount Federal 
interest based on uniformity; and that this congressional approach was recog- 
nized by the Supreme Court in Prudential v. Benjamin. Even at the risk of repe- 
tition, I would either repeat or refer back to the second paragraph of your 
quotation on page 8 from the Benjamin decision. 

I would favor also a change in accent in the next sentence so that the “basis of 
discussion” does not refer back to the situation where there is a paramount 
Federal interest: but refers rather to the doctrine of congressional consent. 

Page 15: Paragraph starting “The desirability of uniformity”—I would be 
happier if this paragraph were not in the brief. The substance of it would be 
covered by the sentence I have suggested be inserted on page 14 and we would 
get away from the idea (which is not directly suggested, but which is brought to 
mind) that maybe Congress should take another look at the McCarran Act. 

The FTC could win this fight even though it lost in the court if enough sugges- 
tions are made that Congress take another look at the McCarran Act and as a 
result Congress decides to change that act. The U.S. Supreme Court has already 
indirectly suggested that course two or three times. (See Wilburn Boat Co. v. 
Firemen’s Fund Insurance Co. (348 U.S. 310). (Rehearing denied, 349 U.S. 907.) 

These comments have run to some length, but I am sure you realize they are 
addressed really to only about 10 or 12 lines of some 24 pages of brief. What 
I said before still stands—I think the brief as a whole is an excellent job. 

With best regards. 

Yours very truly, 
J. RaymMonp Berry, General Counsel, 
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OFFICE MEMORANDUM 
OcToBER 31, 1946. 
To: General Manager. 
From: J. H. Finnegan. . | 
Subject: Action of the Philip Brown committee with regard to points mentioned 
in Mr. Griggs’ memo of October 25, to Mr. Berry re zone 4 action regarding 
catastrophe loadings. 


The thought expressed in Mr. Griggs’ second paragraph agrees entirely with 
findings made in this office, namely, that a 1 percent catastrophe loading is en- 
tirely inadequate for extended coverage losses. The figures worked up in the 
actuarial bureau show that the 1 percent is probably a little high for 
conflagrations. . 2 . 

With regard to what Mr. Griggs terms “the real question at issue,” the Philip 
Brown committee has given consideration as to whether or not each line should 
stand on its own feet or whether all lines written by fire companies should be 
combined. This matter was discussed last March 7 and the portion of the 
minutes relating to that matter read as follows: 

“After considering summary of tabulations showing the effect of combining 
premiums and losses for all lines reported to the actuarial bureau and after 
giving consideration to the question that the general approach was in conflict 
with the laws of a number of States, the consensus developed that the combining 
of perils is not practical.” is 

The Wisconsin department opinion that extended coverage experience should 
be calculated over a much longer period of years than the customary five is strictly 
in order with experiments which are now underway. 

The latest work on spreading catastrophe losses has not been submitted to the 
Philip Brown committee but the indications are that the Wisconsin department 
is right when they say the period should be at least 10 years. 

The Philip Brown committee has given no consideration as to whether or not 
rate adjustment should be applicable to all business or to each of the hazards 
separately but the action of the Philip Brown committee, as quoted above, 
would indicate that the various lines should be treated separately. 

It will be recalled that the report of the zone 4 meeting of September 25, 1956, 
did not adopt in its entirety the report of the zone 4 fire-rate technicians. 

Messrs. Griggs’ and Berry’s memos are attached. 


J.H.F. 


OFFICE MEMORANDUM 


OctToser 31, 1956. 
To: General Manager Vincent. 


From: General Counsel Berry. 
Subject: Review of departmental activities. 


Some months age we conducted a survey of our operations and addressed 
inquiries to our San Francisco and Chicago offices as to recommendations for 
improvement in our procedures and service. 

In addition we had Assistant General Counsel McKenzie compare our legis- 
lative reporting procedures with the procedures of other trade associations. 
The responses from the Chicago and San Francisco offices indicated a need for 
: better liaison between the home office and branch offices. They suggested the 
ollowing : 

1. Copies of minutes of the laws committee and copies of your confidential 
bulletin to the membership respecting items before the executive committee be 
furnished them. 


2. Visit by the general counsel at least once a year to the coast and more fre- 
quently to the Chicago office. 

As to suggestion 1: We have adopted the recommendation with reference to 
minutes and we understand (pursuant to your conversation with me) copies of 
your confidential are being furnished them by the front office. 

As to suggestion 2: I presently make about two visits a year to the Chicago 
office. I intend to increase the frequency of these visits after Griggs retires. 
Meanwhile, in the absence of unusual situations I think two visits will suffice, 
particularly since I see Griggs and Martin at the commissioners’ convention 
twice a year and at annual meeting time. 

As to the annual visit to the San Francisco office, I think we will have to wait 
until we have one more member of the staff. The visit should be made and it 
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should include visits to the insurance commissioners of that area but time wij 
not permit under the present manpower situation. 

As my own suggestion, each office is to report at a fixed time to McKenzie 
by telephone at the end of each week during legislative sessions. Before 
calling each office will get complete reports from each representative in each 
State on each piece of legislation. This is designed not so much to tighten up 
the operations of our staff as to tighten up the work of nonstaff people who 
are working for us in the various States. 

McKenzie’s review of legislative reporting procedure leaves me with the feeling 
that our present system is better than those used in other organizations. The 
life insurance business has the legislative reporting responsibilities split up 
between two organizations, with the result that in some instances it is very fast 
and in others it is very slow. The casualty association does not furnish fy] 
copies of texts of bills to its members but furnishes a summary analysis of new 
legislation or the amendments. This opens a wide possibility for error and 
results, in my judgment, in a lot of time being consumed on legislation which js 
not too important. 

We, as you know, send full copies of the texts in the case of new legislation 
and in the case of amended legislation we send the text of the amended law 
with the amendments in bold type. Thus the recipient of our material has the 
original source material which in my judgment is the material our members need, 


J.R.B, 


MEMORANDUM TO THE SUBCOMMITTEE ON FTC JURISDICTION 


NOVEMBER 1, 1956, 


This will suppelment the memorandum sent you yesterday advising you of a 
meeting of the subcommittee on Thursday, November 8, at 10 a.m., at the New 
York office of the Health Insurance Association, 60 John Street, New York City, 

Last Tuesday, October 30, Bob Neal and I briefly discussed with Mr. Seymour 
the developments on the National Casualty Co. case, and Bob and I had a 
chance to go through most of the several suggestions the subcommittee members 
had sent us. These had been sent to you on October 25 and 26. 

There are a number of editorial suggestions which can be turned over to Mr. 
Seymour for his attention and consideration, but subcommittee action on most 
of these is not necessary. 

Closely related to that type of suggestion was the need in several paragraphs 
for possible clarification or restatement, unless, of course, there is some meaning 
intended which has escaped the subcommittee. 

I would like to call to your attention several major questions of subcommittee 
policy, so that if you are not able to attend the meeting or if you send a sub- 
stitute we will know how the members of the subcommittee wish to be recorded. 
Several of these points are listed as follows: 

1. Should we file a brief in the National Casualty Co. case? 

Comment: It is evident that this case may be argued first. The National 
Casualty Co. does business in all States. It is a casualty company and, there 
fore, the life company statutes on misrepresentation do not apply. I also believe 
they used advertising media which went from the company to prospects, whereas 
in the American Hospital case the material went to agents before it went to 
prospects. My personal recommendation is that we should file a brief in this 
ease through Mr. Seymour, subject to a satisfactory arrangement on fees and 
subject to a satisfactory agreement by the subcommittee on the contents of such 
brief. 

2. Should we argue in the HIAA brief, particularly in the National Cas- 
ualty Co. brief, that the home State can control its domestic companies on 
advertising throughout the country? 

Comment: This question does not particularly come into the American Hos- 
pital case unless it be in some State where they are not presently licensed. 
However, that issue did not particularly occur in the FTC opinion. That issue 
to quite an extent is in the National Casualty Co. case as regards those States 
which have sketchy legislation. 

Similarly, that issue is probably in the cases of many companies which 
operate throughout the country, and may be more present in the instance of @ 
easualty company than a life company on account of certain life misrepresenta- 
tion laws. Several have thought the authority of the home State should be 
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asserted in the American Hospital brief, although I believe most of the subcom- 
mittee agree with Mr. Seymour that it should not be present. Probably some 
have assumed as a matter of course that the issue would be in the National 
Casualty Co. brief. 

Mr. Donald Knowlton, in his paper for the insurance section of the American 
Bar Association, August 23, 1955, concluded that probably a State could regulate 
its domestic company and that the only area in which the FTC would have juris- 
diction would be where the home State did not have sufficient law to permit the 
regulation of its domestic companies in the field of unfair methods of competi- 
tion and unfair acts or practices. Obviously, counsel for the individual com- 
pany in such a situation would at least go as far as Mr. Knowlton, but that 
situation presents a serious question to a trade association. If we suggest that 
our domestic States should regulate our domestic companies, we may be fostering 
chaos in the State regulatory field. Sometimes even the home State goes 
haywire. It could cripple in vengeful fashion a company’s operation throughout 
the country. Your serious consideration of this problem is invited. 

8. Should the Seymour brief, even in the instance of the American Hospital 
ease, irgue that particular States have regulated? 

Conmment: Mr. Seymour proposes to mention only the fact of State regula- 
tion in an appendix. Some have felt it should be a major point in the brief. 
This question is, of course, closely related to question 2. The States involved in 
the American Hospital case can be easily argued, but a more difficult problem 
arises when a brief must cover all of the States. It is my recommendation as of 
this writing that Mr. Seymour should concentrate on Public Law 15 and congres- 
sional intent and the constitutional authority to oust the FTC, and that the 
priefs of the particular companies involved should argue the question of the 
actual regulation by State law. 

4. Is it feasible to have an HIAA brief limited to constitutional authority, 
congressional intent and Public Law 15? 

Comment: It is certainly true that in some of these other cases where a 
more obvious form of interstate media is used in advertising that the Seymour 
brief should have a wider approach than it had in the American Hospital case. 
If a company uses radio, television, magazine, newspaper, and direct mail 
advertising, the brief should deal therewith. It is also true that if we were to 
submit a complete brief on all aspects of the case, we would have to argue the 
State by State regulation. 

This brings us to what is our primary mission. Should a trade association 
have to argue that a sketchy statute in a State that has not adopted the Fair 
Trade Practices Act constitutes State regulation? That would seem to be more 
the responsibility of a particular litigant. The trade associations had taken 
a position on a certain type of State law, and I am not sure that we should 
spend money supporting anything less, even though something less might ulti- 
mately be decided to meet the tests of Public Law 15. It probably would not be 
fair to the particular litigants if we supported only a certain type of State 
legislation in our brief, which would lead to the conclusion that possibly we 
should support no type of State legislation in our brief and confine ourselves to 
what Congress can do and did do to oust the FTC, and leave it to the litigants to 
establish that the States have or have not acted. My recommendation at this 
writing would be that we give serious consideration to a limited form of brief 
dealing with constitutional authority, intent of Congress and Publie Law 15. 

5. Should the brief develop material on the difficulty and harm which would be 
done by a dual regulatory system ? 

Comment: Certain factual situations have been suggested as includible material 
in the brief. Certainly the problem should be mentioned, but it is possible 
too much emphasis on these factual situations could result in a court solving 
the problem by asserting a superior authority in the FTC, leaving the States to 
handle intrastate problems. 

It is possible that some of the examples of confusion and absurdity to follow 
from the FTC brief could be put in the “me too” brief of one of the other trade 
— to show their interest and to encourage consideration of industry’s 

ilemma. 

6. Should the trade association’s interest be developed? 

Comment: We understand this would be done in a brief way in the petition. 

7. Question: Should the question of concurrent jurisdiction be eliminated? 

Comment : It is difficult to determine fully what was in the thinking of the 
majority opinion of the FTC, but the question of concurrent jurisdiction was not 
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emphasized and it has been mentioned in the brief. Mr. Seymour's office concurs 
in the elimination thereof. 

8. Should the Benjamin case be less emphasized and the North Little Roc, 
case accented? 

Comment: It has been suggested that the brief overemphasizes the Benjamin, 
case. It is felt that more emphasis should be made on the North Little Rock 
case. It would be my recommendation that the Benjamin case should play an 
important part in the brief. Mr. Seymour feels that the court would like to put 
an administrative agency in its place, particularly when it ignored its own prior 
decision. It is true that the Benjamin case involves taxes and our present cages 
involve the authority of a Federal agency, but the questions of what Congress 
has done and can do are present in both cases. I would think that it would be 
necessary to employ other counsel than Mr. Seymour if we have a strong feeling 
that the Benjamin case has no material bearing on these pending cases. 

The foregoing is not by any means all the major questions these cases present. 
They do, however, involve a question of policy which must be determined, The 
foregoing is a consequence of a conversation with Mr. Neal, but I do not wish 
to record him as in accord with the foregoing recommendations, as he has not 
seen them. I can, I am sure, record his interest in these questions and attribute 
some of my own conclusions to the thought stimulated by him. I say this only 
so that you will know that I am not expressing a unilateral concern about the 
nature of this brief. 

My attention has been called to an error appearing in the October 25, 1956, 
memo. I do not now understand that Mr. Gallantz sought a conference with the 
Mutual Life, but he sought permission from the HIAA to confer with the Mutual 
on their invitation to him. 

Please send me your comments on the foregoing points and on any others 
which occur to you, including any comment on the several suggestions of subcom- 
mittee members which I sent you on October 25. Of course, if you plan to be 
present on November 8, such action is not necessary. Please bear in mind that 
there is a shortage of time and that we must coordinate our subcommitee’s con- 
clusions for presentation to Mr. Seymour. If we can all do our thinking ahead 
of time, we can quickly count noses and determine the subcommittee’s sentiment. 
Thank you again for your consideration of this problem. 

Respectfully, 
ORVILLE F’. GRAHAME, 





MEMORANDUM FoR H. CLay JOHNSON 
“AMERICAN HOSPITAL” CASE 


Met with McConnell during the NAII Convention. He has no specific plan for 
an industry committee; merely talks generally on cooperation. He is opposed to 
multiple filing of amicus briefs; believes such an approach would give a wrong 
impression—at least at the circuit court level. sa 


NOVEMBER 1, 1956. 


JRB longhand notation: 

“Ray Murphy and his committee would like to meet with you and me on 
November 12 at 11:30 a.m., Casualty Association room, to discuss amicus brief 
situation. They talk of bringing Donovan into the meeting although disclaiming 
any present intention to employ him to file brief. I discouraged Donovan's 
presence and said I would attend. My views on circuit court level are u- 
changed.” 

J.RB, 


NovEMBER 2, 1956. 





Mr. FRANKLIN J. MARRYOTT, 
Vice President and General Counsel, Liberty Mutual Insurance Co., Boston, 
Mass. 
Dear FRANK: Someone told me you had filed an amicus brief in the American 
Hospital case. If so, I would like to read it if you can send me a copy. 
Best regards. 
Sincerely, 


J. RayMonp Berry, General Counsel. 
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LiBerty MuTuAL INSURANCE Co., 
Boston, Mass., November 8, 1956. 
J. Raymonp Beery, : 
al Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 

Deak Ray: I have not filed an amicus brief in the American Hospital case, 
however, the alliance does intend to file such a brief which will be signed by 
the alliance legal committee of which I happen to be chairman at the present 
time. The brief is not quite finished. I shall be very glad to send you a copy 
and will do so as soon as it becomes available. 

Liberty Mutual has prepared briefs in its own case which have been filed 
with the Federal Trade Commission. To a considerable degree the alliance brief 
is based upon our brief but not entirely so. Probably copies of it will be avail- 
able shortly. 

With kindest regards. 

Sincerely, 
FRANKLIN J. MARRYOTT, 
Vice President and General Counsel. 


NOVEMBER 13, 1956, 
Mr. MANUEL M. GORMAN, 
Assistant General Counsel, 
Life Insurance Association of America, 
New York, N.Y. 

Deak ManNy: I wonder if I could trespass on your good nature to ask you 
to please send me another copy of your draft of amicus brief in the American 
Hospital case. 

Sincerely, 
J. RAYMOND Berry, General Counsel. 


NOVEMBER 13, 1956. 
Mr. FRANKLIN J. MARRYOTT, 


Vice President and General Counsel, 
Liberty Mutual Insurance Co., 
Boston, Mass. 


Deak Frank: Thanks for yours of November 8, with reference FTC briefs. 
John Hamilton has agreed to furnish me with a copy of the Alliance brief but 
I would be very happy to get a copy of the Liberty Mutual brief at the earliest 
possible moment. 

Kindest regards. 

Sincerely yours, 


J. RAYMOND Berry, General Counsel. 


NOVEMBER 14, 1956. 

From: Association of Casualty & Surety Companies, New York, N.Y. 

For: Mr. J. Raymond Berry. 

Hon. F. Brrrron McConNEeELL, 

Chairman, Preservation of State Regulation Committee, National Association of 
Insurance Commissioners, Care: California Insurance Department, San 
Francisco, Calif. 

Deak Mr. CoMMISSIONER: Our association committee dealing with the questions 
arising from the cases brought by the FTC against companies in the accident and 
health field, and involving advertising in that field, has decided against the asso- 
ciation filing a brief amicus curiae in the American Hospital and Life Insurance 
Co. and National Casualty Co. cases. These were the only cases as to which such 
specific decision was made, but as of now our committee has not considered 
filing amicus curiae in any similar cases. The consensus of our committee was 
that on the whole the draft briefs of the Health Insurance Association of 
America and of the American Life Convention and the Life Insurance Associ- 
ation of America are excellent, and that they deal adequately with the ques- 
tions that need to be dealt with in such cases. We had been advised by Mr. 
Robert R. Neal, general manager of the Health Insurance Association, that their 
association’s special counsel felt that the filing by our association of a brief 
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(short and of a “me too” character) would be welcomed, but our committee does 
not feel that counsel considers our intervention essential. 

Our committee is advised that the American Mutual Alliance, the Nationa) 
Association of Independent Insurers, the National Association of Insurangee 
Agents, and the National Association of Insurance Brokers intend to file briefs 
in the American Hospital and Life Insurance Co. case and, presumably, the 
National Casualty Co. case. We have not seen draft briefs, if any, they may 
have prepared. With so many organizations intending to file, and assum 
they are permitted to do so, the courts can hardly fail to be advised of genera] 
concern about the FTC decisions within all branches of the insurance industry, 

However, and what follows comprises my principal reason for writing to 
you at this time, our committee has given considerable thought to the question 
of whether the public interest and the cause of State regulation, and the in. 
dustry generally, would best be served by intervention by the States in the 
American and National cases, whether individually or collectively, or whether 
by the NAIC as an entity, and naturally in this connection have discussed the 
possibility of attorneys general participation. Of course our committee realizes 
that any decision as to action and procedures along this line is not ours to make. 
We trust, however, that it will not be amiss for us to make a few observations in 
the light of our discussion and thinking. 

We are impressed by the view that the States in some way by some method, 
should make clear to the courts in pending cases (which ones to be determined) 
their resistance to Federal (FTC) regulation in any area in which the States 
have regulated. We believe that the courts may attach great importance to their 
failure to record their resistance and that the courts may be greatly influenced 
by a strong show of resistance by the States. 

You are, of course, familiar with the so-called Natural gas cases as somewhat 
analagous to the Accident and health advertising cases, and as throwing some 
light on the constitutional questions presented by the F7'C cases. In one of.Gas 
eases (Interstate Natural Gas Co. v. Federal Power Commission, 331 U.S. 682, 
67 S. Ct., 1482 (1947) ), Chief Justice Vinson seemed to lay great stress on the 
point that the record failed to show that the State (Louisiana) had ever opposed 
the jurisdiction of the Federal agency (Federal Power Commission) or ever 
urged that Federal regulation of the sales in question would interfere with the 
exercise by the State of its regulatory function. Perhaps it is worthwhile to 
quote from Chief Vinson’s opinion, in which he said: 

“* * * There is nothing in the record to indicate that the regulation in question 
is in any way inconsistent with the exercise by Louisiana of the powers over 
production and gathering of natural gas reserved to it by Congress in section 
1(b) of th act. The State in a series of enactments has made elaborate provision 
for the conservation of its natural gas resources and has established various 
rules and regulations relating to the production and gathering process. Most 
of those provisions presumably, are applicable to petitioner’s field operations. 
The record is devoid. of any suggestion that Louisiana has ever opposed the 
jurisdiction of the Federal Power Commission in this case or has ever urged that 
Federal regulation of the sales in question would interfere with the exercise by 
the State of its regulatory functions. We do not suggest that the jurisdiction of 
the Commisison in any case is to be determined by the resistance or lack of 
resistance on the part of the State to Federal regulation. But in evaluating 
the company’s contention that the State’s powers have been invaded, we regard 
it a matter of some significance that although the State has freely exercised its 
regulatory powers over the production and gathering of natural gas, there is no 
evidence of any conflict, present or threatened, in the performing of those 
functions by the State with the exercise of the jurisdiction of the Federal 
Power Commission in this case. * * *” 

May I ask whether your NAIC Preservation of State Regulation Committee 
has concluded to follow up on the formation of an industry committee to confer 
and advise with your committee? If so, I suppose it can be assumed that the 
NAIC meeting at Miami Beach will afford the first chance for getting together. 
In any case, be assured of the desire of our association committee and myself 
individually to cooperate with you and your committee in any way possible. 
As of this time we believe the most urgent item is consideration of State 
intervention, and if that is decided upon, the preparation of a brief. Fortu- 
nately, in the latter connection much good spadework has been done in the 
briefs of the health association and life company organizations. My tentative 
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thought for what it may be worth is that the States brief should be brief, but 
itve and direct in assertion of the power of the Congress to continue exclusive 
egulation by the States under authority of the McCarran Act. 
i ely yours 
Sincerely yours, Ray Murpuy, General Counsel. 


MINUTES OF MEETING OF THE OFFICERS CONFERENCE, HELD IN THE CONFERENCE 
Room, 85 JouHN Street, New York City, NOvEMBER 14, 1956, aT 3 P.M. 


Present: Messrs. J. C. Hullett, president; H. W. Miller, vice president; Barry 
Truscott, secretary; K. E. Black, chairman of the executive committee; Past 
President J. Victor Herd; and General Manager L. A. Vincent, who acted as 

tary. ; 
we With the permission of those in attendance, the president asked for consid- 
eration of an item which had not been mentioned in the call for the meeting: 


SPEAKER FOR ANNUAL DINNER 


It was reported that Mr. Keith Funston, president of the New York Stock 
Exchange, who had accepted tentatively the invitation to be the speaker at the 
1957 national board dinner, has advised that he is required to be overseas at 
that time and will be unable to accept the assignment. } 

Upon discussion, it was suggested that an invitation be extended to Vice 
President Nixon and if he is unable to accept for the date of the annual meet- 
ing alternate choices be General Gruenther who will then be president of the 
American Red Cross or Lewis L. Strauss, Chairman of the Atomic Energy 
Commission. 

ACTUARIAL BUREAU—STATISTICS 


The purpose for which this conference was called was set forth in the letter 
to the officers calling this meeting. The chairman referred to letter from Mr. 
D. R. Ackerman advising of his inability to be present due to his absence from 
the city and referring to his views as expressed at the meeting of October 17. 

There was full discussion of the need for adequate statistics. Reference 
was made to discussions at the American Insurance Association on this subject. 
It was the unanimous view that the national board should review available 
classified underwriting experience compiled by the actuarial bureau, employing 
a qualified actuary to augment the present staff of the actuarial bureau in mak- 
ing this review and carrying forward any program which may be approved for 
improving such statistical data. It was understood that the president will re- 
port to the executive committee at meeting of December 13 the decision reached 
by the officers and that steps are being taken to employ a qualified actuary on 
the staff of the actuarial bureau. 

It was the consensus that the staff confer with representatives of Inter- 
Regional Insurance Conference on matters of common interest in the develop- 
ment of this program. 

The general manager presented for review an outline of salient points to be 
considered as a starting point in this study as per copy of memorandum dated 
November 5 attached. 


ADJOURNMENT 


There being no further business, the meeting adjourned at 4:25 p.m. 
L. A. VINCENT, Secretary. 


The program for actuarial analysis of classified underwriting experience com- 
piled by the actuarial bureau would include: 
(a) Reflect by adjustment any changes in rate applicable to the class 
which might not be reflected in the experience under consideration. 
(b) Consideration of loss frequency and loss potential with reference to 
volume for each of the occupancy classes. 
fone Consideration of past experience statewide and nationwide for the 
class. 
(d) Weighing of economic conditions insofar as such conditions might 
bear on the prospective experience. 
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The results of such analysis should be made available to each com 
member of the National Board of Fire Underwriters for each State in which 
that company is admitted to do business. 

In order to accomplish such program, it would be necessary to receive from 
each of the rating bureaus information as to changes in rates affecting each of 
the classes with information relative to the amount of premium that would be 
so affected in each class. 

The actuarial bureau records will provide data from which the loss frequency 
and loss potential of each class can be evaluated. 

Economic data to be considered in the prospective experience will be developed 
from sources to be evaluated. 





MINUTES OF MEETING OF THE SPECIAL COMMITTEE ON STANDARD FIRE INSURANCE 
Poticy, NATIONAL Boarp or FirE UNDERWRITERS, HELD IN THE Boarp Room, 
85 JoHN STREET, NEw YorK, WEDNESDAY, NOVEMBER 14, 1956, aT 2 p.m. 


Present: Mr. Leonard Peterson, chairman; and Messrs. W. J. Christensen 
(representing William B. Rearden); and J. L. Magenheimer (representing 
W. L. Nolen). 

Chairman Peterson reviewed the developments, particularly since April 1956, 
with special reference to the action by the Eastern Underwriters Association 
relative to the revised fire policy as recommended by this committee in May of 
this year. 

Following the review of material sent to members of this committee with call 
for this meeting and with particular reference to statements presented by Chair. 
man Peterson to the Eastern Underwriters Association on June 11 and October 11, 
at 3 p.m., the special committee met with representatives of Eastern Underwriters 
Association in accordance with the action of that association on October 11 
reported below: 

“Voted, That the data of the technical group as furnished to the subcommittee 
be submitted for prompt cooperative review (as voted on July 11, 1956) by the 
special committee on standard fire insurance policy of the National Board of 
Fire Underwriters with the subcommittee of our executive committee and its 
technical group, and if that review suggests no change in the revised format 
of the standard fire insurance policy as recommended by the National Board 
of Fire Underwriters, then the filing of such revised format be recommended for 
processing without returning the subject to our executive committee.” 
Representatives of Eastern Underwriters Association withdrew from the 
meeting at 4:55 p.m., following which the special committee reached the con- 
sensus that the rearranged fire insurance policy as furnished members of the 
national board on June 4, 1956, be recommended for processing. 

Furthermore and in view of the discussion with representatives of the Eastern 
Underwriters Association, it was recommended that studies be continued on the 
subject of any further revision which may be necessary to accommodate the 
requirements of mechanization and that such further studies be made with rep- 
resentatives of each of the regional associations serving on a technical com- 
mittee, the findings of which will be reported to this special committee. 

The meeting adjourned at 5 :22 p.m. 

L. A. Vincent, Secretary. 


(Copy to Ray Murphy, Jack G. McKenzie) 


NOVEMBER 14, 1956. 
Re Federal intrusion of State regulation. 

Hon. F. Brrrron McCoNnnNeELL, 

Commissioner of Insurance, 

Los Angeles, Calif. 

DEAR CoMMISSIONER McCoNNELL: At a meeting yesterday of representatives 
of the Association of Casualty & Surety Companies and the National Board of 
Fire Underwriters decision was reached not to file brief on behalf of those organ- 
izations in the American Hospital case. 
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In the course of the discussion Ray Murphy read from a memorandum pre- 

red by Bob Gilmore of his staff, and quoted from an opinion of Justice Vinson 
in Interstate Natural Gas Company, 331 U.S. 683. In this quotation Justice Vin- 
son makes the observation that at no stage of the litigation had the State of 
Louisiana raised any objection to the Federal action even though the jurisdiction 
of the State was involved. While the Justice conceded this point was not con- 
trolling he nevertheless considered it worth a comment and sufficient basis on 
which to draw an inference. 

I draw this to your attention as I am sure from your many utterances you 
would not want any such inference to be drawn in the present Federal Trade 
Commission case. 

Would it be possible for you to discuss this at Miami? Ithink any decision 


made there could be implemented swiftly, inasmuch as Don Knowlton’s attorney 


general is president of the National Association of Attorneys General. 

I am confident, too, that the business would be happy to assist if assistance 
were requested. Speaking for fire business, I can state our position with some- 
thing more than confidence. We are authorized to assist. 

Yours very truly, 


J. RAYMOND Berry, General Counsel. 


From: The National Board of Fire Underwriters, Committee on Laws. 


For: Mr. J. Raymond Berry 
NOVEMBER 15, 1956. 


Haskins €& Sells, 


New York, N.Y. 


Dear Mr. MESTERN: Following the meeting last Friday of our tax subcommit- 


tee with the tax subcommittee of the association, we revised the text of our 


report on our study of a catastrophe reserve for Federal income tax purposes, 
as follows : 

We struck out the balance of the report, beginning with the first complete 

graph on page 3, which started: “As an alternative we have also asked 


para, 
* * *,” and substituted therefor the following two paragraphs: 


“At your suggestion we expanded our study to include the tax effect of lib- 
eralizing the carryover of net operating loss provisions of the code with respect 
to catastrophe losses. At the present time we have no recommendations to 
make on this phase of the problem, but we are continuing this study. 

“However, the study does not indicate that some measure of tax relief would 
result if the existing limitation (to 85 percent of taxable net income) on the 
85 percent dividends received deduction provided under section 243 was elim- 
inated from the code, as is now being proposed by other business interests and 
in which proposal we now join.” 

We also propose to eliminate from schedule C the two lines dealing with 
segregated underwriting and investment income, and to adjust the title of the 
Schedule accordingly. 

The proposed revision, as outlined above, has been cleared and approved by 
our tax subcommittee and we have just been informed that two of the three 
members of the casualty association tax subcommittee have also approved this 
revised report. The third man is at present reading the report and it is assumed 
that he will likewise approve it. 

If you have any further thoughts or suggestions to offer in connection with 
the revised report we would appreciate hearing from you. 

Yours very truly, 
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(This letter delivered to Mr. Berry 9:45 a.m., November 19) 


NOVEMBER 19, 1956, 
Nuclear Energy Property Insurance Association. 
Mr. WILLIAM BErky, 
Secretary, America Fore Insurance Group, 
New York, N.Y. 


Deak Mr. Begry: I am returning herewith draft of statement for presentation 
to National Association of Insurance Commissioners, Miami, December 1956, 
which you left with me on Friday last. 

Any public statement of action in concert is, in my opinion, not advisable. | 
assume executives are familiar with my reasons for the above. If they stil} 
feel the need for public statement outweighs the disadvantages, I think the 
draft attached is as safe as can be put together. 

Yours very truly, 





, General Counsel. 
Enclosure 


STATEMENT FOR PRESENTATION TO NATIONAL ASSOCIATION OF INSURANCE 
COMMISSIONERS, MIAMI, DECEMBER 1956 


Further substantial progress can be reported in the development of property 
insurance for nuclear reactors and other facilities involved in the atomic enérgy 
field. As has been previously reported, separate pools have been organized by 
the stock and mutual companies through which such insurance will be made 
available. 

It is felt that the capacity developed through these pools is adequate for 
installations now being constructed or currently contemplated by private 
industry. 

In order that there will be concurrence in coverage and that all the technical 
facilities available may be brought to bear upon this problem, conferences have 
been held between representatives of the Nuclear Energy Property Insurance 
Association (NEPIA) and the Mutual Atomic Energy Insurance Pool. Asa 
result a new policy form is being drafted which will be used by both groups 
and which will give comprehensive coverage against the hazards to which the 
property will be exposed, including the hazard of radioactive contamination. 

It is also contemplated that a single rating organization, which will include 
membership of both pools and which will be licensed in all States where re. 
quired, will have rating jurisdiction. This bureau will file forms and rating 
procedures as soon as work upon these can be completed. 

The property insurance companies are conscious of the need for prompt action. 
Necessary steps to qualify the pools as advisory and underwriting organizations 
where required by applicable State insurance laws will be taken. 

It is hoped that with the approval of this program by the State insurance 
departments the property insurance companies can go forward with an adequate 
program for protecting private industry as it moves into the atomic energy field. 

K. E. Back, 
Chairman, Governing Committee, 
Nuclear Energy Property Insurance Association, 
H. C. JONES, 
Chairman, Governing Committee, 
Mutual Atomic Energy Insurance Pool. 


Ke 
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Life Insurance Association of America—1957, list of State assignments 
[States in CAPITAL LETTERS meet in regular session in 1957] 














State Legislative director Legislative associate 









I cae 
Sn kangen 1 Fe Sea! C. Van Orden. 
AKA eet ie ion isanndsdappel R i cinciccdraccscbonee Do. 
ARIZONA...----- Fis Ra cicdicnineaworeiane C. D. Williams. 
RKANSAS !.--- TR mNONOWE as iocsakseyieake T. F. Cunneen. 
CALIFORNIA.-- ly ae BE CS F. H. Young. 
COLORADO !....-- INE icici ccnanensaemaeh T. F. Cunneen. 
CONNECTICUT-- i eee B. Carson. 
DELAWARE...---- te WR cciicesim ann siaauancenmen F. H. Young 
WIARIDA....-2<s---- tae SENN. cin cemsinmannainad Do. 
GEORGIA...-------- Rs IS cacecssnienansngabcbckaschiainusts B, Carson. 
TAME MINS 3 5555-2-024 Be ING ao a cn ocanenninnbads C. Van Orden. 
TDANG.W3.5<2-222--- G. H. Davis_..-.. B, Carson. 
ILLINOIS !.....-------- J. Andrews... T. F. Cunneen. 
INDIANA 1...--------- F. Schreiber. Do. 
MNES, od isscesssses< J. Andrews. Do. 
7. F. Schreiber Do. 
ee Se J.J, Nietmann_. F. H. Young. 
Lontelens * DP Sekeasdonasat< F. Schreiber. T. F. Cunneen. 
BER 61. d6n65csse0n0%0 R. B. Crane- C. Van Orden. 
MAY Lpecsnacannseegash J. Andrews. C. D. Williams, 
MR USE TTS sasebhiacendiaed F. H. Young. 
MICHIGAN. ...---...--..--.-.---- C. Van Orden. 
MINNESOTA Rp nctsodnadehatepeen T. F. Cumneen, 
M NS os 5 pas endadacan nae aEnmad di Do. 
MISSOURI !...................----]----- Do. 
ee eee J. Andrews. Do. 
NEERSSRA SN iedivectasacatesteckac aang Ciiacnenn Do. 
2 R. B, Crane_. F. H. Young. 
NEW HAMPSHIRE se biceiromiehiaa tees Wh Dire og oe cae C. Van Orden. 
ST ED Bras dnincccadiud ss ques Og) a ea Do. 
MEW MmeICO..........-......... 4 ok” a ae B. Carson. 
EN rao Bn nscbscccaccosecan es WU icc nenccdcancnon W. L. Lincoln. 
NORTH CAROLINA...----..--... BEI i asus acchacacthnesaniesedool B. Carson. 
NORTH DAKOTA !....-...--..-.- RG sh ctcleiectictntigginaiged T. F. Cunneen. 
Ge ithantetcccicdenssn<casche tases Oi dalnstincs cmeenahiaremanacpihiae Do. 
ENE ancicncecncncecs—sssealndeca nine on etateuerteenaone F. H. Young. 
EE So cccntbicsusacachecnasa Se, Ses C. Van Orden. 
PT ts VAN TA. w005- 22205 ccens]- ses ON is aaa adeeb Do. 
EE MAE Dncccncnnccecsetes Bt, PI nes actin anctinwncicienmsints W. L. Lincoln 
SOUTH CAROLINA..--.-.....-..-- Es enon C. D. Williams. 
SOUTH DAKOTA 1____- busete deat i I Sih pe ge T. F. Cunneen. 
IEEE 86 ba a cctunnscennnaensiqnsed NO hice inn cache senile deine teieage Do. 
aha cncanqinenckinndndcepaliteece NO ah tonne aaeecinad cisternae Do 
bb cpisebbokadandadesentduincere Oe a cide ireediaalceomcaetes Do. 
OO, er ee ee ) Pe FS eee B. Carson. 
ey eee eS T. F. Cunneen. 
EEE o d.0iniannacnnnenedadn Be Te I  vicncintrncciuardnnananetenics C. Van Orden. 
Wet, VamOUNIA,............-... Yao See ee ea B. Carson. 
PD Pils dcctatecn<tscstaeed Ee ee ne T. F. Cunneen. 
nid cnet tntiigtgp inicio se Mar IN ccacstntmnaitneciinihesintiia C. D. Williams. 
IIE OO ccncnnccdscocncce Wet ee. SIU ns on ctennenee R. Caruso. 
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List of State assignments, 1957 
[States in CAPITAL LETTERS meet in regular session in 1957) 


Legislative director 





J. Andrews 


T. F. Cunneen 


See footnote at end of table. 













NORTH CAROLINA...-. 


< 


State Legislative 
associate 
- eT en 
AREANBAS1._............2 T. F.O, 
PIES Secuccesasossccud T. F.C, 
PREEUR Scstianiiiseaeccsceecaat T. F.C. 
MARYLAND..........__- C.D. W 
EMIT RIOR. Soo nc eueccadts TBS: 
NEBRASKA 1________ T. F.C. 
EE 3 ann dae cocucaed C.V.0, 
PENNSYLVANIA....._-- C. V. O. 
ARIZONA waneae C. D. W. 
DELAWARE.. F. H, Y, 
NORTH CAROLINA.___. B.C, 
SOUTH CAROLINA.-_.__| C.D. w, 
NR SoG ccocukeeenaue C.V.0, 
aa ee eg cata C. V. 0, 
ER icc answnseceessn F.H.Y, 
NEW MEXICO........... B.C. 
WASHINGTON......_.__. C. V. 0. 
CALIFORNIA............. F. HY, 
|. | See B.C. 
CONNECTICUT........_.] B. G, 
Cb eo + ae C. V. 0. 
U.S. CONGRESS.......... R. C, 
ALABAMA -| C. V.0, 
NEW HAMPSHIRE. -| C. V. 0, 
VERMONT.....--- -| B.C, 
if LMUEAITE s vacessiess -| F. HY. 
Kentucky __- F. H.Y. 
MASSACHU SETTS_. F. H. Y. 
WEST VIRGINIA.__ B.C, 
We LING so peesesecndaed C. D. W. 
eT ec opciawnamce B.C. 
DRO REEIGIN 6 mnicwncsch lake C. V. 0. 
COLORADO". ...6.5-.4338 T. F.C, 
SORE on conscencon T. F.O, 
RANGAS '. .....--.------<d1 nate 
I Rg ee T. F.C, 
MINNESOTA 1_______ 2 _ T.. F.C. 
DRMEIETE 2... . co cenwsbastdn T. F.C. 
PEO OU el! 8g 2 dma £35 T. F.O. 
NORTH DAKOTA 1?_____. T. F.C, 
ii cae aacinaadell T. F.C. 
OR URE OMLA..0. conecececent Le 
SOUTH DAKOTA 1._____- T. F.O. 
TENNESSEE '.._.-....-.. T. F.C, 
0)" TR ae aa T. F. QO, 
SR SIMEE “a ccuceceacecesescShl T. F.C. 
Virginia 1__.__- nancdat Awan 
WISCONSIN 1,_...._...... T. F.C. 
Oi ce cl C.V. 0. 
POE Sie ccceceentatld W.L. L. 
RHODE ISLAND.. W.L.L. 
CONNECTICUT .._.......| M. M.G, 
GEORGE « sivinsincsccndad C. K.P. 
SEPA. 22 cos connect Ge 
NEW MEXICO...__-..-_- R. B.C, 
J. ¥. 
Ww L. 


pio} ae tM 
WEST VIRGINIA......-.- RIM, 
BEE DIOR 8 Sccccnencen J. A. 
CORGRAUO *., ..cnncsccnad F. 8. 
PRIS 9 cdcccosuasncee a Ah. 
EEPEPEAEO Ss ancctickceeictl F. 8. 
UU) | ee ado 
TMEV B ET Ssncccacsudicasinne F. 8. 
DME. ociciciinanndsanie F. 8. 
MINNESOTA !__.........- F. 8. 
Mississippi !......-.-------- F. 8. 
RUPEE Sonn incicnncee F. 8. 
BEG EE Bvcncaccaccsson J. A, 
IU 4... cecnnacscas 3. 
NORTH DAKOTA 1!____.- F.S. 
I a ee ica F.S 
SOUTH DAKOTA }!___.... F.8 
TENNESSEE !............ F.8 
SE Raina cdaceukoccieaden F.8 
AP EEE Sctcutnonsce encase F.8 
RNG os codcuceannneeaul F. 8. 
WISCONSIN ?............- F. 8. 


| 
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List of State assignments, 1957—Continued 


[EEE EEEIEEEEIEIEIS EE SENSEI ENEESEESESEEnET EERE 





Legislative director State Legislative 
associate 
aN Ane 
Ap sccdeteis pF le Wt I. Eck 9 Ae ce RE, U.8. Congress__.............| M. M. G. 
oa -ccas ceca cherioonapesibaiiail NEW YORK... .2.2--2... E. W. 
. HOD LAND 1 
a ee ee BEER mccencasecnvemec & gM 
©. Van Orden. Maree R.B.C. 
WOO WRAN -cidinck. saddled E. W. 
tah, Kater R. B.C. 
MICHIGAN...__._______- C. K.P. 
NEW HAMPSHIRE._____- W.L.L. 
NEW JERSEY........-.--| M. M. G. 
| ebeneripetnenaeatteee 7d 
PENNSYLVANIA.______. <a. 
WASHINGTON Senndisotiand R. B.C. 
al ce EUR cnancannacacl tate iia 
O, D. Williams.. MARYLAND.............. FLA, 
SOUTH CAROLINA...__- J. V.B. 
CALIFORNIA. 2222227 Gini 
Sl ae RR acu csas ee ne 
F, H. Young.. DELAWARE.............. J.V.B. 
actin tiad J.ILN. 
Kentuck de de Rie 
MASSACHUSETTS... J.I.N. 
PEI PI hi dicen elubidues R. B.C. 
OKLAHOMA..........---- F. 8. 


1A.L.C. direct responsibility states, 


Minutes OF MEETING OF THE EXECUTIVE COMMITTEE OF THE NATIONAL BOARD 
or Frre UNDERWRITERS, HELD IN THE Boarp Room, 85 JOHN STREET, NEW 
York Crry, Decemser 13, 1956, at 11 a.m. 


Present: Mr. K. B. Black, chairman, and Messrs. C. L. Allen (representing Mr. 
C. M. Marshall), J. R. Barry, Percy Chubb 2d, John H. Dillard, Lester S. Harvey, 
W. L. Nolen, P. J. Priore, A. O. Robinson, and F. Elmer Sammons; also ex officio, 
Messrs. J. C. Hullett, president, D. R. Ackerman, treasurer, Barry Truscott, 
secretary, F. A. Christensen, J. Victor Herd, G. L. Armstrong, E. H. Forkel, A. EB. 
Heacock, Charles P. Jervey, H. Clay Johnson, George D. Mead, John Newlands, 
Olaf Nordeng, S. Dwight Parker, Wm. C. Ridgway, Jr., and J. R. Robinson. 

There were also present: Messrs. Frank F. Dorsey, executive vice president, 
U. 8S. Fidelity & Guaranty Co.; Lawrence C. Hall, secretary, New Hampshire 
Insurance Co.; J. J. Magrath, secretary, Federal Insurance Co.; E. D. Patton, 
U. 8. manager, the Northern Assurance; Leonard Peterson, vice president, the 
Home Insurance Co.; Robert F. Sommer, assistant vice president, Planet Insur- 
ance Co.; T. J. Ross of Ivy Lee and T.J. Ross; A. B. Bielski, J. R. Berry, H. A. 
Coumbe, and D. B. Sherwood of the national board staff. 

Advices of their inability to attend were at hand from Messrs. C. M. Gallagher, 
H. W. Miller, John A. North, Clarke Smith, and Bruno C. Vitt. 

Those unable to be present or represented were Messrs. A. B. Jackson and 
William B. Rearden. 


MINUTES OF LAST MEETING 


Reading of the minutes of the last meeting was dispensed with, by unanimous 
consent. 


REPORT OF OFFICERS CONFERENCE 


Actuarial Bureau—Statistics—The president reported that during the past 
3 months the officers have given detailed consideration to the suggestion that the 
National Board of Fire Underwriters undertake actuarial analysis of the classi- 
fied underwriting experience compiled by the actuarial bureau and the results 
of such analysis be made available to each company member of the board for 
each State in which that company is admitted to do business. 

The management has been authorized to employ a qualified actuary to augment 
the present staff of the actuarial bureau in reviewing classified underwriting 
experience and carrying forward any program which might be developed for 
improving the value of our statistical data. 

In this work the staff will confer with the Inter-Regional Insurance Conference 
on matters of common interest in the development of this program. 
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RETIREMENTS 


W. F. Mallalieu: Upon motion, duly seconded, it was voted, to continue Mr 
Mallalieu’s retirement for another year on the same basis. 

John H. Arnold: Upon motion, duly seconded, it was voted to grant request 
for retirement of Mr. John H. Arnold, assistant chief engineer in charge of engi- 
neering activities in the Chicago office, after 37 years of faithful service to the 
board. He is 69 years of age. 

It was stated that according to the national board formula his allowance woulg 
be $6,000, which is one-half of his present salary of $12,000. Upon motion, duly 
seconded, it was voted to adopt the recommendation of the officers that Mr. 
Arnold be granted retirement as of March 31, 1957, with an allowance at the 
rate of $6,000 per annum, and that he be retained, on occasion, as a consultant 
at the rate of his former salary, less his retirement, plus expenses. 


TREASURER’S REPORT 


The treasurer’s report was summarized by Mr. D. R. Ackerman. It was received 
and a copy is attached. 


REPORT OF ACTUARIAL BUREAU COMMITTEE 


The report of this committee was presented by Chairman Jervey. It was 
received and a copy is attached. 


COMMITTEE ON CONSTRUCTION OF BUILDINGS 


In the absence of Chairman Gallagher, a summary of this report was presented 
by the general manager. A copy of the full report is attached. 


NATIONAL BUILDING CODE 


Upon motion, duly seconded, it was voted to concur in the action of the com- 
mittee on construction of buildings in requesting the staff to proceed with the 
preparation of a simple, nontechnical brochure similar to “The Big Industrial 
Fire—Your Problem” for distribution to lending institutions. 


EXECUTIVE COMMITTEE OF THE NATIONAL BOARD OF FIRE UNDERWRITERS 
REARRANGED STANDARD FIRE INSURANCE POLICY 


On July 11, 1956, the executive committee of the Eastern Underwriters Asso 
ciation voted to request the national board to accept a delay of not exceeding 
4 months for filing of the newly recommended fire insurance policy in the eastern 
territory pending final studies by the special committee of the Eastern Under- 
writers Association executive committee which was then completing a sample 
form of policy designed for use by agents or companies for either typing or 
mechanical processing. 

It was further suggested by the Eastern Underwriters Association executive 
committee that the completed sample, offered as the suggestion of its special com- 
mittee, be submitted for cooperative review by the special committee on standard 
fire insurance policy of the national board. 

On October 11, 1956, the executive committee of the Eastern Underwriters Asso- 
ciation, after review of the final report of its technical study group, voted that 
the data of the technical group as furnished to the subcommittee be submitted for 
prompt cooperative review (as voted on July 11, 1956) by the special committee 
on standard fire insurance policy of the National Board of Fire Underwriters 
with the subcommittee of its executive committee and its technical group, and if 
that review suggests no change in the revised format of the standard fire insur- 
ance policy as recommended by the National Board of Fire Underwriters, then 
the filing of such revised format be recommended for processing without return- 
ing the subject to the Bastern Underwriters Association executive committee. 

The material submitted by the Eastern Underwriters Association was trans 
mitted to the members of the national board special policy committee for study. 

A conference was held with representatives of the technical group of the 
Eastern Underwriters Association on November 14, 1956, following which the 
national board special policy committee was unanimous in its opinion that its 
recommended rearranged policy which was submitted to the membership on June. 
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4, 1956, we filed on a permissive basis through the various fire rating organiza- 
tions. "An appropriate communication has been directed to all regional organiza- 
tions and independent ee requesting that early action be taken to 
necessary approval. 
The cannened wai Fesvenendntives of the Eastern Underwriters Association 
developed the recommendation that studies be continued on the subject of any 
further revision which may be necessary to accommodate the requirements of 
mechanization, and that such further studies be made with representatives of 
each of the regional associations serving on a technical committee, the findings 
of which will be reported to this special committee. 
LEONARD PETERSON, 
Chairman, Special Committee on Standard Fire Insurance Policy. 


DeceMBER 13, 1956. 


EXECUTIVE COMMITTEE OF THE NATIONAL BOARD OF FIRE UNDERWRITERS 
SUPPLEMENTAL REPORT 


The present New Hampshire policy was made pursuant to chapter 93 of the 
laws of 1885. It is the only antiquated fire policy in use. 

We have been striving for the adoption of the National Association of Insur- 
ance Commissioners fire policy for the past 6 years, but have not been success- 
ful primarily due to lack of support from the agents’ association. 

We have prepared a suggested standard fire insurance policy bill for New 
Hampshire which we hope to have submitted for approval by the 1957 legisla- 
ture. Efforts are now being made to obtain the agents’ support of this bill. Com- 
missioner Knowlton has reviewed the document which carries the approval of 
General Counsel Berry. 

In 1893 the attorney general rendered an opinion that the use of coinsurance 
on real property was in violation of the valued policy statute. Again, in 1912, 
on inquiry from the insurance commissioner, the attorney general ruled that in 
his opinion it was not the legislative intention that coinsurance be used in 
policies covering real property and that the clause should not be permitted on 
real estate policies unless legislative sanction was first obtained. 

If the suggested bill is adopted, the use of coinsurance would be permitted on 
real property. 

At present, to effect a concession in rate for insurance to value, the agreed 
amount clause is permitted. Unfortunately the use of this clause has been 
abused. 

If the companies really want the new policy adopted in New Hampshire, we 
earnestly urge that they use their efforts to persuade their agents to support 
this program. 


LEONARD PETERSON, 
Chairman, Special Committee on Standard Fire Insurance Policy. 


DECEMBER 13, 1956. 


DECEMBER 27, 1956. 
National Casualty Co., petitioner and appellant v. Federal Trade Commission, 
respondent and appellee. 
Mr. RoBert R. NEAL, 


General Manager, Health Insurance Association, 
Washington, D.C. 


Dear Bos: Confirming telephone conversation today, Commissioner Navarre 
would like to meet with you, John Hamilton, Ray Murphy, and me at noon on 
January 8, 1957, at this office. 

The purpose of the meeting is to discuss brief which is to be filed by the 
Attorney General of Michigan and other subscribing attorneys general in the 


above case. Please come prepared with suggestions as to course. 
Sincerely, 








, General Counsel. 
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DECEMBER 27, 1956, 
Mr. Jutros S. WIKLER, 
Deputy Superintendent of Insurance, New York Insurance Department, 
New York 6, N.Y. 


DeaR MR. WIKLER: Confirming our telephone conversation of today, Com. 
missioner Navarre has asked for a meeting with you and Superintendent Holz 
(if you are free) and any other member of your department that you think 
might be helpful; also Bob Neal, John Hamilton, Ray Murphy, and myself, to 
discuss form of brief in the National Casualty case. 

Accordingly a meeting has been set for January 8, at 12 o’clock noon, at this 
office. Luncheon will be served. We hope you will find it convenient to attend, 

Commissioner Navarre is very anxious to get the benefit of the research and 
compilation which your department has been good enough to do in connection 
with briefs already filed. Even though not in finished form, I am sure whatever 
you have will be appreciated by Commissioner Navarre. 

Sincerely, 





, General Counsel. 


DECEMBER 27, 1956. 
Hon. JosepH A. NAVARRE, 


Commissioner of Insurance, Lansing, Mich. 


DEAR COMMISSIONER: In line with our telephone conversation, with respect to 
meeting on January 8, the following organizations were contacted: 
Association of Casualty and Surety Co., a representative will attend. 
Health Insurance Association, Bob Neal will be present. 
New York Insurance Department will be represented. Unable to get hold of 
John Hamilton of the American Mutual Alliance. 
Sincerely, 





. General Counsel. 


DECEMBER 27, 1956. 
National Casualty Co., petitioner and appellant v. Federal Trade Commission, 
respondent and appellee. 
Mr. Ray Mourpary, 
General Counsel, Association of Casualty and Surety Co., 
New York, N.Y. 


Dear Ray: Confirming telephone conversations with your office today, Com- 
missioner Navarre would like to meet with you, Bob Neal, John Hamilton, and 
me at noon on January 8, 1957, at this office. 

The purpose of the meeting is to discuss brief which is to be filed by the At- 
torney General of Michigan and other subscribing attorneys general in the above 
ease. Please come prepared with suggestions as to course. 

Sincerely, 
J. RAYMOND Berry, General Counsel. 


STATE OF MICHIGAN, 
DEPARTMENT OF INSURANCE, 


Lansing, December 28, 1956. 
Mr. JAMES RAYMOND BErry, 


General Counsel, 
National Board of Fire Underwriters, 
New York, N.Y. 


DeaR Ray: Thank you for your recent letters. I plan to bring this file along 
with me on my trip to New York and we will discuss the matter further when 
I see you there. 

Kindest regards. 

Yours most sincerely, 
JOSEPH A. NAVARRE, 
Commissioner of Insurance. 
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OFFICE MEMORANDUM 


DECEMBER 31, 1956. 
To: Jack G. McKenzie, assistant general counsel. 


From: W. F. Williams. 
Subject : Proposed amendment to Washington rating law, 1957. 


You will find attached a letter from George Clarke in which he raises a new 
proposal for presentation to the Washington Legislature. He would appreciate 
your comments at the earliest possible date. 


W. F. WILLIAMS. 


CLARKE, CLARKE & ALBERTSON, 
Seattle, December 27, 1956. 
Re proposed amendment to rating sections. 
Mr. W. F. WILLIAMS, 
National Board of Fire Underwriters, 
San Francisco, Calif. 


Deak Birt: When our insurance code was enacted in 1947, the chapter on 
rating embodied substantially the all-industry rating bills but with some varia- 
tions, which consisted principally of the retention of our previous law prevent- 
ing partial subscribership to fire rating bureaus or deviation by classes. 

Under our old code, fire and marine insurance was one of the classes of in- 
surance defined by statute and it was accordingly a relatively easy matter to 
determine the scope of a fire rating bureau. The 1947 code, however, created 
property insurance as a broad class and fire insurance was not separately de- 
fined but simply included therein. 

Accordingly, difficulty was encountered in defining a fire insurance rating 
bureau, there being no definition of fire insurance itself. After much study, it 
was decided that the sections relating to partial subscribership and deviation 
by classes should relate to “insurance under standard form fire policies” and 
they will now be found in RCW section 48.19.050 (Insurance Code sec. 19.05) and 
RCW section 48.19.280 (Insurance Code sec. 10.28). 

It was recognized at the time that this might be the source of future prob- 
lem but no agreement could be reached as among the various interested in- 
dustry representatives upon any more comprehensive wording. 

Recently, with the advent of the broader coverages which are being attached 
to or being issued as a part of the standard fire policy, we have been quite ap- 
prehensive that some company or companies would take the position that they 
would subscribe to the bureau only insofar as the fire coverage alone was con- 
cerned and make their own independent filings as to all other perils, or that they 
would deviate by class or form as to the perils other than fire. 

This, it was felt, would have a tendency to disrupt the rate parity and uni- 
formity as to form which we have enjoyed for so many years in Washington. 

In fact, in order to avoid this very thing, Woolley, as attorney in fact, has 
under pressure been obliged to make filings on behalf of certain independent 
companies which are different from the filings made by the Washington Sur- 
veying and Rating Bureau. This gives these companies an advantage in that 
they can use either the bureau filings or the nonconforming filings made for 
them individually. 

This problem was the subject of discussion at the fall meeting of the Wash- 
ington advisory committee and I was authorized to confer with our large local 
companies for the purpose of endeavoring to reach agreement as to a remedial 
amendment to the Insurance Code which could be presented to the commis- 
sioner with the recommendation that he include it in his departmental bill. 
These negotiations have extended over a considerable period of time as there 
were many angles which the local companies felt that they should consider. 

I have just returned from a conference with their general counsel and head 
of underwriting department which culminated in an agreement upon the follow- 
ing proposed amendments: 

The first sentence of paragraph 2 of RCW section 48.19.050 (Insurance Code 
sec. 19.05) to read as follows: 

“As to fire insurance under a standard form fire policy, and, except as to 
vehicle insurance coverages, additional property insurance coverages, or cov- 
erages including any kind of insurance in addition to fire for a single undivided 
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premium, which are issued as a part of a standard form fire policy, an insurer 
may so authorize a rating organization to make all its filings only, and may 
not make a portion of such filings upon its own behalf and authorize a rating 
organization to make other such filings.” 

And that RCW section 48.19.280 paragraph 3 (Insurance Code sec. 19.28) reaq 
as follows: 

“As to fire insurance under standard form fire policies, and additional property 
insurance coverages, or coverages including any kind of insurance in addition 
to fire for a single undivided premium, which are issued as a part of @ standard 
form fire policy, any such deviation shall be only by a uniform percentage of 
addition to or decrease from all rates resulting from all filings relative to such 
insurance made by the rating organization on behalf of such applicant and 
then in effect.” 

This wording is not quite as strong as I would like to have made it but is to | 
some extent a compromise. It will, however, in my opinion, go a long way to- c 
ward solving our above-mentioned problem. D 

There is no need to include the exclusion of vehicle insurance in the section 
on deviations as deviations would in any event apply only to filings made by the 
bureau and if, at some future time, the bureau should include some form of 
vehicle insurance for attachment to a fire policy, any company not wishing to be i 
bound by bureau filings as to vehicle could simply make its own independent 
filings or subscribe to another bureau on vehicle insurance, which would be 


~~ ht hk oe Fe 


es 42m 4 


allowable under the amendment to the first section. 

It will be greatly appreciated if you will ascertain and advise me as soon as 
possible whether the national board will have any objection to these proposed 
amendments. | 

I have not previously written you about this for the reason that when I first d 


proposed it to the local companies there seemed to be a relatively small chance 
that they would approve it and it was quite plain that it would not be practical 
to endeavor to pass it over their objection. Since it has not been cleared with 2 
you, I naturally have not as yet discussed it with the insurance department. I i 
am quite anxious to do this as soon as possible and if you or your New York D 
office should wish any further explanation or clarification I would appreciate 
receiving a phone call. 
Yours truly, 
° GEORGE W. CLARKE. 
ee 
DECEMBER 31, 1956. 
Re filing of New York fire policy form, Louisiana type. : = 
Mr. F. C. CoLripGer, 
Manager-Secretary, Board of Fire Underwriters of the Pacific, San Francisco, 
Calif. 

DeaR FRANK: Mr. Berry has informed me that whatever filings may be re- s 
quired in connection with the captioned subject will be done directly from his a 
office. He is checking with Mr. Peterson and I expect to hear further soon. Ar 

Kindest regards, Ar 

W. F. WitraMs. ge 

DECEMBER 31, 1956. De 

From: The National Board of Fire Underwriters Committee on Laws. in 
For: Jack G. McKenzie. Ge 
Mr. Rosert J. Kirscuwrne, aes 
Suite 404, Equitable Building, Denver, Colo. Mili 

DeAR Mr. KirscHWING: Please pardon delay in answering your letter of 
November 27. The insurance commissioners convention, followed by a business Ka 
trip into the Southern States, has kept me away from my desk. - 

I am happy to confirm your employment representing the National Board of Ma 
Fire Underwriters during the 1957 Colorado legislative session. In accordance Me 
with your wishes payment will be at the conclusion of the session, plus necessary an 
expenses incurred. If we call for considerably more time and attention than Mi 
usual or than we anticipate, it is understood there will be a readjustment of pe 


fee to the end that it is fair and proper. 
We suggest that we work along the following lines: 
1. That you subscribe to a legislative service that will give you the Colorado * 
legislation at the earliest possible moment; you will bill us for this subscription. ; 
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2, That you advise us as promptly as possible of the introduction of any bills 
affecting property insurance business. Such bills would include amendments to 
the present insurance code in Colorado ; changes in tax laws; bills prov iding 
for self-insurance of State or municipal property; bills providing for State 
made rates; any bills providing for study of any of the above subjects ; bills 
providing for licensing of agents or licensing of any representatives or organiza- 
tions; bills providing for reorganization or change in the insurance department. 

3. Immediately these bills come to your attention I suggest you eall this office, 
collect, and ask for me or my secretary, Miss McAndrews, being prepared to 
give the bill number, date of introduction, and the substance of the bill. We 
will attempt to give you instructions as to position over the telephone and 
confirm those instructions in writing. : . 

If, apart from the above, there is any information or any need for communi- 
cation with the writer at any time, please call collect either this office (Beek- 
man 3-1400) or my home in West Orange, N.J. (Orange 4—-8030). ath 

Just as a matter of information, we get encouraging reports on the municipal- 
rate situation. We are told it is possible this legislation may not even be 
introduced. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 





AMERICAN MUTUAL ALLIANCE, 
Chicago, IUl., December 31, 1956. 
Mr. J. RAYMOND BERRY, 
General Counsel, The National Board of Fire Underwriters, New York, N.Y. 
Deak Ray: In accordance with your telephone call and letter of December 
27, I will be at your office at noon on Tuesday, January 8, to discuss the brief 
to be filed by the attorney general of Michigan in the National Casualty Com- 
pany Vv. F.T.C. 
Sincerely yours, 
AMERICAN MUTUAL ALLIANCE, 
JOHN S. HAMILTON, Jr., 
General Counsel. 


Fair trade acts, as of end of 1956 legislative sessions 


| | | 

| Fair | An unde- || | Fair | An unde- 
State | trade act | fined prac- || State trade act | fined prac- 
| tice section | tice section 
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MINE 6 ook scan eh stad MOGs -| || Montana_._.._.- eee |). Ceres 
| scanat 290 oul } Nebraska.......... ainsenp >) OR ak eee 
Arizona ; ek aes No. Nevada : , RO week ene 
A 2c ae Yea || New Hampshire___ Tee...) Ves 
California............. ssietat MO doze New Jersey_..___- Yes__.__] Yes. 
Rc ha aia | YOR... uk Yee New Mexico. -- : | Yes..._.| No. 
Connecticut..._..__- Yes ! Yes |} New York... : ‘ | 2k ee 
Delaware_.____. _| Yes! No || North Carolina_. Yes...._] Yes. 
District of Columbia ; No. || North Dakota ‘ No..... 
Florida___- ; ‘ S Yes Yes. Ohio : Yes! ___| No 
re se .| Yes Yes Oklahoma . Yes | Yes. 
eo Yes... Yes. Oregon eee No. a 
ts 8 ek bi) BG... Penns) lvania___ Yes__.._}| No. 
ES 83 silence mist ‘ i a Puerto Rico. ae 
Indiana____- : Yes_. Yes. Rhode Island ona Reais 
Iowa___. ‘ : Yes !____| Yes. |} South Carolina_____- ebienct aa 
Kansas____. ‘ ot 2e0*.. 2 wes. South Dakota ie | Yes.____| Yes. 
Kentucky. ......_..__. Yes Yes. ‘Tennessee _ __ CC Rae. 
Louisiana a aad Yes__- No. Texas = rin inte nine aga: Aa eeael 
Maine_. L Bic Sdiesd Oe. ke | Utah ee Yes.....| No. 
Maryland_______ | Yes__.__| Yes. || Vermont : 2 Yes ! No. 
Massac..usetts___._. 70852...) Yes: Virginia. ___ Nees Yes_..._| No. 
Michigan ; Yes. Yes. Washington_.____- anal! Ss clk Nee 
Minnesota____..___. ical 2ee Yes. West Virginia i nicaeatl ee te. Yes. 
Mississippi. ______. Yes? Yes. Wisconsin : | ¥es_._._| Yes. 
Missouri. __- a No Wyoming re Yes !_...| No. 
ait sa | 

11955. 

2 1956. 


NoTE.—39 States have fair trade acts. 28 States have a section for undefined practices. 
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NBFU COUNSELORS AND/OR REPRESENTATIVES, 1956 


SAN FRANCISCO OFFICE 
Alaska: 
R. E. Robertson, attorney, Roberston, M. E. Monagle & F. O. Eastaugh, Post 
Office Box 1211, 200 Seward Building, Juneau. Telephone: 334. Residence: 709 
Gold Street, Juneau. Telephone: 1147. 


Arizona: 

Irving A. Jennings, attorney, Jennings, Strouss, Salmon & Thask, Title & Trust 
Building, Phoenix. Telephone: Alpine 8-7011. Residence: 119 East Coronado 
Road, Phoenix. Telephone: Alpine 3—1329. 


Ozell M. Trask, attorney (above firm). Residence: 1809 North 11th Avenue 
Phoenix. Telephone: Alpine 3-7374. : 


California: 
W. F. Williams, 465 California Street, San Francisco. Telephone: Douglas 
2-2170. Residence: 59 El Toyonal, Orinda. Telephone: Clifford 4-3167. Dur. 


ing legislature, in Sacramento: Sacramento Hotel. Telephone: Gilbert 3-481, 
Capital pay station (must be paged). Telephone: Hudson 46901. 


Montana: 


Frank J. Sullivan, manager, Montana Fire Rating Bureau, 708 Metals Bank 
Building, Butte. Telephone: 3213. Residence: T & D Apartments, Butte, 
Telephone: 3530. During legislature, in Helena: Hotel Placer, Helena. Tele. 
phone: HI 2-1310. Auditor’s office: Helena. Telephone: HI 2-3260. 


Hawaii: 


Harry G. Albright, secretary, Board of Underwriters of Hawaii, 320 Dilling- 
ham Transportation Building, Honolulu, Hawaii. Telephone: 522455. Resi- 
dence : 5238 Makalena Street, Honolulu. Telephone : 3-2646. 


Idaho: 
Harry W. Poulson, national director, Idaho Association of Insurance Agents, 


1120 Bannock Street, Boise. Telephone: 2-3536. Residence: 1612 Pomander 
Road, Boise. Telephone: 44028. 


Nevada: 

George L. Vargas, attorney, Vargas, Dillon & Bartlett, 400 Ryland Building, 
Reno. Telephone: 2-3461. Residence: 150 Greenridge Drive, Reno. Telephone: 
38-8051 (private line). J/uring legislature, Carson City. Telephone: 840. 


Oregon: 

Oregon Tax Research, William E. Bade, manager; Louise Humphrey, executive 
associate, 811 Portland Trust Building, Portland. Telephone: CA 7-4131. Resi- 
dence: Mr. Bade, Route 3, Box 79, Tigard. Telephone: ME 9-1765. Residence: 
Mrs. Humphrey, 15680 Southeast Wallace Road, Portland. Telephone: OL 4 
2361. During legislature, Salem: Mrs. Louise Humphrey, legislative representa- 
tive, Hotel Senator, Salem. Telephone: 38-4151. State House telephone: 46861. 

Note.—Salem telephone numbers will probably be changed before next session 
of legislature. 


Utah 


J. Francis Fowles, 2417 Kiesel Avenue, Ogden. Telephone 9403. Residence: 
3075 Polk Avenue, Ogden. Telephone 3-3101. During legislature, Salt Lake 
City. State Capitol telephone: DAvis 24721 (ask for State senate). Utah Hotel 
telephone : EMpire 3—2661. 


Washington 


George W. Clarke, attorney, Clarke, Clarke & Albertson, 1118 New World Life 
Building, Seattle. Telephone MAin 0494. Residence: 3835 West Mercer Way, 
Mercer Island. Telephone ADams 1148. 


Colorado (New York) 


Robert J. Kirschwing (January 1957), Suite 404 Equitable Building, Denver, 
Colo. Telephone: Office, ALpine 5-5814; residence, EAst 2-8054. Residence: 
242 South Hudson Street, Denver, Colo. 
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CHICAGO OFFICE 


Illinois 
Handled direct from Chicago office. On occasion we have asked D. Logan 
Giffin to assist on individual bills, but he has no general representative authority. 
D. Logan Giffin, Giffin, Winning, Lindner & Newkirk, First National Bank 
Building, Springfield, Ill. Phone: 7568. 


Indiana 

y. M. Armstrong, attorney, 1100 Peoples Bank Building, Indianapolis, Ind. 
Phone: Melrose 8-5521. 

Chairman, legislative committee: E. P. Ressler, agent, National Fire Insur- 
ance Co., 115 North Pennsylvania Avennue., Indianapolis, Ind. Phone: Market 


95. 
Tie Swisher, 129 East Market, Indianapolis, Ind. Phone: Market 5531. 


Iowa 
Robert W. Colflesh, attorney, Parrish, Guthrie, Colflesh & O’Brien, Register and 
Tribune Building, Des Moines, Iowa. Phone: 4-2147. 


Kansas 

G. Clay Baker, attorney, Baker, Doherty & Murrell, Columbian Building, 
Topeka, Kans. Phone: 2-9391. 

Chairman, legislative committee: H. O. McIntosh, State agent, Hanover Fire 
Insurance Co., Columbian Building, Topeka, Kans. Phone: 2-9305. 

Curtman Maupin, State agent, Home Insurance Co., Garlinghouse Building, 
Topeka, Kans. Phone: 4-6681. 


Kentucky 

No attorney. Chairman, legislative committee: John C. Wharton, Crum & 
Forster, 606 Security Trust Building, Lexington, Ky. Phone: 3—1650. 

J. Branch Tabor, Fidelity Phoenix Insurance Co., 1128 Starks Building, 
Louisville, Ky. Phone: JA 6174. 
Michigan 

W. O. Hildebrand, secretary-manager, Michigan Association of Insurance 
Agents, 516 Tussing Building, Lansing, Mich. Phone Ivanhoe 5—8222. 
Minnesota 

This State handled by the Insurance Federation of Minnesota. 


George A. French, secretary and counsel, Insurance Federation of Minnesota, 


1018 Foshay Tower, Minneapolis, Minn. Phone Atlantic 6926. 

For conference we use: 

Armand W. Harris, St. Paul Fire & Marine Insurance Co., 111 West Fifth 
Street, St. Paul, Minn. Phone Capital 4-3737. 

Cc. W. Hall, president, Northwestern Fire & Marine Insurance Co., 125 South 
Fifth Street, Minneapolis, Minn. Phone Main 8301. 


Missouri 


No attorney. Chairman, legislative committee: Earl L. Crellin, State agent, 
Continental Insurance Co., 3960 Lindell Boulevard, St. Louis, Mo. Phone Jeffer- 
son 5-3381. 


Alex B. Young, special agent, Hartford Fire Insurance Co., 916 Walnut Street 
Building, Kansas City, Mo. Phone Victor 2-5052. 
Nebraska 


James L. Brown, secretary, Nebraska Insurance Federation, Post Office Box 
482, Lincoln, Nebr. Phone 2—5135. 


North Dakota 


Jos. D. Byrne, agent, Home Insurance Co., Byrne Insurance Agency, 206 Fifth 
Street, Bismarck, N. Dak. Phone 96. 


Ohio 

Raymond W. Kilbourne, attorney, 50 East Broad Street, Columbus, Ohio. 
Phone Capitol 44217. 

Company committee: Fred I. Sipp, Hartford Fire Insurance Co., 44 East Broad 
Street, Columbus, Ohio. Phone Capital 1-7827. 


Thomas O. Dye, agent, Phoenix Insurance Co., 50 West Broad Street, Columbus, 
Ohio. Phone Main 7574. 


oe 





3962 THE INSURANCE INDUSTRY 


W.H. Witherspoon, State agent, Aetna Insurance Co., 1010 Hartman Building 
Columbus, Ohio. Phone Adams 7879. : 


Oklahoma 


Walter D. Hanson, attorney, Hanson & Green, 929 Leonhardt Building, Okla- 
homa City, Okla. Phone Central 2-8138. 

Chairman, legislative committee: George E. Wyatt, special agent, Hartford 
Fire Insurance Co., 415 Northwest Fifth Street, Oklahoma City, Okla. Phone 
Central 2-2428. 


South Dakota 


Stephens, Riter, & Mayer, attorneys, Hengel Building, Pierre, S. Dak. Phone 
5826 and 5827. 

Direct contact: Burt Burton, 2514 Clarkway, Sioux Falls, S. Dak. Phone 
2-2201. 


Tennessee 


Robert L. Alexander, Jr., Stahlman Building, Nashville, Tenn. Phone Chapel 
2-6403. 

Paul Eldridge, Jr., State agent, Niagara Fire Insurance Co., 820 Stahiman 
Building, Nashville, Tenn. Phone Alpine 6-5143. 


Wisconsin 
Irving P. Mehigan, attorney, 942-949 Bankers Building, 208 East Wisconsin 
Avenue, Milwaukee, Wis. Phone Broadway 6—0324. 


Chairman, legislative committee: Eli Shupe, manager, Home Insurance Co,, 
208 East Wisconsin Avenue, Milwaukee, Wis. Phone Broadway 6-3110. 


HEALTH INSURANCE ASSOCIATION OF AMERICA, 
Washington, D.C., January $, 1957. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 
Dear Ray: Thanks for your letter of December 27. 
I’ll see you in your office at noon on January 8. 
Best regards, 
Bos. 


From: The National Board of Fire Underwriters, Committee on Laws. 
For : Jack G. McKenzie. 


OFFICE MEMORANDUM 
JANUARY 4, 1957. 
To: W. F. Williams. 
From : General Counsel Berry. 
Subject : Standard fire insurance policy. 


Dear Bri: I enclose memorandum from Mr. Peterson of the Home to his 
California representative covering the filing of standard policies. 

Apparently Pete doesn’t care to be bothered with it. If he doesn’t want to 
handle it, I don’t know why we should inasmuch as Pete is chairman of the 
standard policy committee and is content to let Colridge handle it. 

Sincerely, 
J. RAYMOND Berry, General Counsel. 


JANUARY 2, 1957. 
From : Vice President Peterson, home office, New York. 
To: Mr. Philip Rowan, secretary, San Francisco, Calif. 
Subject : Standard fire insurance policy. 

Our good friend Frank Colridge has been in conference with W. F. Williams 
of the national board relative to the filing of the rearranged fire insurance 
policy in Pacific board territory. 

Mr. Williams has addressed the following communication to General Counsel 
Berry: 
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“phis morning Frank Colridge came in with a file of correspondence between 
his office and Bert Levis concerning the latest revisions of the New York 
standard policy (Louisiana format). He tells me that the Peterson committee 
has made certain changes in the first page and is eager to have these adopted 
as soon as possible. The Board of Fire Underwriters of the Pacific has now 
taken action and wishes to cooperate with Mr. Peterson in getting the policy 
approved at the earliest possible date. Frank tells me that in 1953 this office 
made a filing for the Louisiana type format on behalf of the national board s 
member companies in the States of Montana, Oregon, Utah, and Washington 
and in the Territory of Alaska. Unfortunately, we neither recall nor can we 
find in our files any record of this filing. 

“No doubt this filing was made directly from your office as was done in the 
case of Alaska. . J 

“Will you please advise at the earliest possible date whether or not your 
office will make these filings or if you have some other suggested procedure.” 

The original filing of the so-called Louisiana style policy was made by the 
Home. About a year ago Assistant General Counsel Jack McKenzie made a 
specific filing in Alaska. aad 

This problem is simple. All Frank has to do is address a communication to 
each of the insurance departments enclosing copy of the nremorandum explain- 
ing the rearranged first page, and insert three or four copies of the specimen 
policy, and request for permissive approval. Specimens attached. It is custom- 
ary to ask that the department return one copy with their approval stamp 
for completion of the file. 

Some time ago we forwarded you a supply of the rearranged policy and ex- 
planatory memorandum for delivery to the board of fire underwriters. If addi- 
tional copies are needed, please wire us. 


JANUARY 10, 1957. 


Ray: Thanks for looking over the draft of my report to the AIA on the 
pending FTC cases. I have taken your suggestions and I also “adlibbed” the 
last three paragraphs which deal with the possible consequences. John Neville 
wishes to distribute the report to the AIA members and I told him that I had 
no objection. However, if there is anything you would like to see changed, 
please let me know immediately and I shall see that it is done before the report 
goes out. 

Cay. 


REPORT TO AMERICAN INSURANCE ASSOCIATION REGARDING CURRENT STATUS OF 
FTC Cases AFFECTING THE HEALTH AND ACCIDENT INSURANCE BUSINESS, JAN- 
uARY 9, 1957 


In the American Hospital case the FTC, by divided opinion, held that the 
FTC Act was applicable to interstate accident and health insurance advertis- 
ing irrespective of the existence of State regulatory laws since the subject 
matter fell within an exclusive area of Federal jurisdiction which the Congress 
could not remove under Public Law 15. The majority ruling also argued that 
Congress did not intend to remove this irreducible area of Federal jurisdiction 
by reason of the “proviso” inserted in Public Law 15 with respect to the con- 
tinued application of the /TC Act where not superseded by State law. 

A similar position was taken by the FTC in the subsequent National Casualty 
case which involves health and accident insurance advertising by means of radio 
and television. 

These FTC rulings are of tremendous significance to all segments of the in- 
surance business since (notwithstanding the FTC’s declaration of eontrary 
intent) they would in effect entirely abrogate Public Law 15 and the system of 
State regulation which has been established thereunder insofar as interstate 
msurance operations are concerned. Among other things, it seems clear that 
the FTC ruling, if sustained by the courts, would permit the Sherman, Clayton, 
Robinson-Patman and FTC Acts to be made applicable to all phases of interstate 
insurance operations, including rates and forms, and would render ineffectual 
the all-industry program of rate regulatory legislation at the State level. 

For this reason, the judicial review of the FTC rulings is of great importance 
to all segments of the business. Accordingly, the National Board of Fire Under- 
writers and the Association of Casualty and Surety Companies decided to scru- 
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tinize carefully all briefs filed in these two cases for the purpose of determining 
their adequacy, particularly from the aspects in which those segments are chiefly 
interested. It was found upon review that both the Health Insurance Associa. 
tion and the Life Insurance Association briefs (which have been filed “amicus 
curiae’) were well prepared and covered all legal aspects very completely, 
Accordingly, neither the national board nor the casualty association has felt it 
necessary to file supplementary briefs. 

The American Hospital case will be argued first on January 29 before the 
Federal circuit court in New Orleans and the National Casualty case will be 
argued later before the Federal circuit court in Cincinnati. 

The question of having briefs filed by various attorneys general was discussed 
at the recent NAIC convention in Miami and, as a result, Commissioner Navarre 
of Michigan has succeeded in persuading the attorney general of Michigan to 
file such a brief in the National Casualty case (our stock company counsel intend 
to render assistance in this respect). The attorney general of Texas has also 
filed a brief in the American Hospital case. The FTC has filed no briefs in either 
—_ as yet, apparently having decided to await the submission of opposing 

riefs. 

It is almost certain that these cases will not end at the circuit court level and 
will in all probability reach the Supreme Court of the United States which wil] 
leave us in a position to reassess the legal arguments and to petition the Supreme 
Court for leave to file briefs ‘amicus curiae” if we should believe such to be 
necessary at that stage. 

The January 7 press contained notice of the most recent FTC ruling in the 
case of the Travelers of Omaha in which the FTC again asserted its jurisdiction 
over health insurance advertising. It is significant that in this most recent 
ruling Commissioner (now Chairman) Gwynne hus joined the majority in a 
separate concurring opinion (which is consistent with what he said he would 
do with respect to any case involving direct mail advertising). The Travelers 
case, while a part of the same pattern of Federal intrusion into the regulation 
of the insurance business and while citing the American Hospital opinion as its 
base, may not have the same far-reaching significance since the decision is based 
more upon the fact that the Travelers was admitted in only two States but its 
advertising was going into all States. 

I don’t wish to sound like an alarmist but I would be guilty of understatement 
if I did not say that these legal developments are probably the most important 
ones affecting the insurance business since the enactment of Public Law 15 in 
1945 and it would appear almost certain that in due course the Supreme Court 
of the United States will be asked to rule on the fundamental question as to 
whether interstate insurance operations fall within the area of exclusive Federal 
jurisdiction so as to make it impossible for Congress to abandon this field of 
regulation to the States as we know it intended to do under Public Law 15. If 
the FTC majority view is sustained by the Supreme Court, it is difficult for me 
to see how it can avoid overruling the Little Rock case and thus make it possible 
for the Department of Justice as well as the FTC to question virtually all practices 
in the insurance business which have been regarded for the last 12 years as 
being under the exclusive regulatory control of the States. 

It is probably not too early to assess some possible consequences of the pending 
FTC cases: 

1. At the very least, the decisions will define for the first time the standards 
for adequacy of State regulation which may cast into doubt many practices both 
within and without the accident and health field. 

2. At the worst, the decisions may point the way toward the duality of regu- 
lation (State and Federal) and thereby undermine the principle of making 
rates in concert and affect traditional stock company methods of merchandising. 

The interesting thing is that, while the accident and health business is the 
focal point of the FTC attack, actually the most critical interests are not accident 
and health at all but fire and casualty (the accident and health business has 
little at stake except advertising methods, whereas the stock fire and casualty 
business has at stake the very vitals of its existence in its present form). Per- 
sonally, I think the chances of permissible action in concert on rates and forms 
under Federal control are very slim. 

I have no action to recommend at this time since this is merely an interim 
report in response to the agenda item, but I do urge close attention to the 
subject. 

H. ©. J. 
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JANUARY 10, 1957. 
Mr. C. A. RAPER, 
State Fire Marshal, 
Charleston, W. Va. 

Dear Mr. Raper: We have your letter and attached material which you have 
referred to this office and which concerns the fire marshal tax collected by your 
office. In your letter you request this office to take whatever action we deem 
proper for the collection of the balance due if we determine that there is any 
palance due and owing by the insurance companies in West Virginia to the 
State fire marshal under the fire marshal tax. After considering the problems 
involved in your letter and attached material, we have come to the conclusion 
that the best method whereby this office can proceed is to render an opinion 
to your office as to what insurance companies are liable for the fire marshal tax 
and upon what part of their business said insurance companies are liable. 

The fire marshal tax is contained in chapter 29, article 3, section 24 of the 
Code of West Virginia, 1931, as amended, and is as follows: 

“For the purpose of maintaining the office of State fire marshal and paying 
the expenses incident thereto, every fire insurance company doing business in 
this State, except farmers’ mutual cooperative fire insurance companies or 
associations, shall pay into the State treasury, annually, on or before the first 
day of March, in addition to the taxes now required by law to be paid by such 
companies, one-half of 1 percent of the net premium receipts of such companies 
on all business done in this State during the year next preceeding, as shown by 
their annual statement under oath to the insurance department. The money so 
received into the treasury shall be set aside as a special fund for the mainte- 
nance of the office of State fire marshal and the expenses incident thereto. The 
State shall not be liable in any manner for the salary of the fire marshal, deputy 
fire marshal, assistant fire marshal, clerk, or for the maintenance of such office, 
or any expense incident thereto, and the same shall be payable only from the 
special fund provided for in this section or by appropriation or contribution.” 

In order to interpret the insurance companies’ liability and the basis upon 
which they are liable for the tax imposed by the statute, supra, it is necessary to 
examine the legislative history of the statutes pertaining to the insurance busi- 
ness from the date of the enactment of the fire marshal tax until the present 
time. At the time the fire marshal tax was first enacted by chapter 59 of the 
acts of the legislature of 1909, fire insurance companies were limited as to the 
losses against which they could insure. Section 40, chapter 77 of the acts of the 
Legislature of West Virginia, 1907, which sets out the losses against which a fire 
insurance company could insure was as follows: 

“Insurance companies authorized under the laws of this State, having power 
to insure against loss by fire, may make insurance against loss by wind, storms, 
lightning, tornadoes, cyclones, leakage of sprinklers and sprinkler systems, in- 
stalled or maintained for the purpose of protecting against fire, and by explo- 
sions whether fire ensues or not; provided, the same shall be clearly expressed in 
the policy.” 

The fire marshal tax was initially enacted by chapter 59 of the acts of the 
legislature of 1909 and was as follows: 

“Sec. 16. For the purpose of maintaining the department of State fire marshal 
and paying all the expenses incident thereto, every fire insurance company 
doing business in the State of West Virginia, except farmers’ mutual coopera- 
tive fire insurance companies or associations, shall pay into the State treasury 
within 30 days after the passage of this act, and on or before the first day of 
March annually thereafter in addition to the taxes now required by law to be 
paid by such company, one-fourth of 1 percent, on the gross premium receipts 
of such companies on all business done in the State of West Virginia during 
the year next preceding, as shown by their annual statements under oath to the 
insurance department. The money so received into the treasury shall be set 
aside as a special fund for the maintenance of the office of Stite fire marshal, 
and the expenses incident thereto. 

“The State will not be liable in any manner for the salary of said fire mar- 
shal, deputy fire marshal, clerk or for maintenance of the office of fire marshal 
or any expenses incident thereto, and the same shall be payable only from the 
special fund provided for in this section. 

“Sec. 17. Whenever at any time there shall accumulate in the special fund a 
surplus sufficient to maintain the department of the State fire marshal for the 
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period of 1 year, then in the discretion of the State fire marshal, the fore 
special tax for such year may be omitted.” 

Therefore, at this time there was no ambiguity as to what insurance com. 
panies were liable for the fire marshal tax since only fire insurance companies 
were authorized by statute to insure against loss occasioned by fire and to 
write what is known as an “extended coverage” rider. Furthermore, there was 
no ambiguity as to what business of these fire insurance companies was liable for 
the tax since by statute fire insurance companies were only authorized to insure 
against loss by fire and those losses covered by their extended coverage policies 
The use of the phrase, “all business” in chapter 59 of the acts of the legislature 
of 1909, by its necessary Operation, Meant fire and extended coverage business 

By chapter 16 of the acts of the legislature of 1923, the losses against which 
fire insurance companies could insure were expended. This statute is as 
follows: 

Sec. 40. Insurance companies authorized under the laws of this State having 
power to insure against loss by fire, may make insurance against loss or damage 
to dwelling houses, stores, and all kinds of buildings and household furniture 
goods, merchandise, and chattels of every description, and all other property 
by fire, lightning, windstorm, tornado, cyclone, earthquake, hail, frost or snow 
weather or climatic conditions, including excess or deficiency of moisture, flood, 
rain or drought, rising of the waters of the ocean or its tributaries and rivers 
bombardment, invasion, insurrection, riot, strike, civil war or commotion, mili- 
tary or usurped power, and by explosion whether fire ensues or not; also against 
loss or damage by insects or disease to farm crops or products and loss of rental 
value of land used in producing such crops or products; and also against loss 
or damage by water or other fluid to any goods or premises arising from the 
breakage or leakage of sprinklers, pumps or other apparatus erected for extin- 
guishing fires, or of othere conduits or containers, or by water entering through 
leaks or openings in buidings and of water pipes, and against accidental injury 
to such sprinklers, pumps, apparatus, conduits, containers or water pipes; and 
against loss or damage upon vessels, boats, cargoes, goods, merchandise, freight 
and other property by all or any of the risks of lake, river, canal and inland 
navigation and transportation and also loss or damage upon automobiles, and 
airplanes, seaplanes, dirigibles or other aircraft whether stationary or being 
operated under their own power, which shall include all or any of the hazards of 
fire, explosion, transportation, collision, loss by legal liability for damage to 
property, resulting from the maintenance and use of automobiles, airplanes, sea- 
planes, dirigibles or other aircraft; and loss by burglary or theft, vandalism or 
malicious mischief, or the wrongful conversion, disposal or concealment of auto- 
mobiles, whether held under conditional sale contract or subject to chattel mort- 
gages, or any or more of such hazards, but shall not include insurance against 
loss by reason of bodily injury to the person, nor loss caused by breach of trust: 
provided, the subject of the insurance and the risk, hazard or peril insured 
against shall be expressly set forth in the policy of insurance, and shall include 
the right to effect reinsurance of any risks taken by them in authorized and ad- 
mitted companies in this State. 

“All acts and parts of acts inconsistent with the provisions of this act are 
hereby repealed, including chapter eighteen of the Acts of the Legislature of one 
thousand nine hundred and seventeen, the same being section seventy-seven of 
chapter thirty-four of Barnes’ Code of West Virginia of one thousand nine 
hundred and eighteen.” 

In 1949 the statutory authorization of the business which could be written by 
fire insurance companies was again extended by Chapter 71 of the Acts of the 
Legislature, 1949. This statute is as follows: 

“Srcrion 1. Scope of fire Insurance.—Insurance companies authorized under 
the laws of this state having power to insure against loss by fire may make in- 
surance (a) against loss or damage to dwelling houses, stores and all kinds of 
buildings and household furniture, goods, merchandise and chattels of every 
description, and all other property by fire, lightning, windstorm, tornado, cyclone, 
earthquake, hail, frost or snow, weather or climatic conditions, including excess 
or deficiency of moisture, flood, rain or drought, rising of the waters of the 
ocean or its tributaries and rivers, bombardment, invasion, insurrection, riot, 
strike, civil war or commotion, military or usurped power, and by explosion 
whether fire ensues or not; 
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“(b) Against loss or damage by insects or disease to farm crops or products 
and loss of rental value of land used in producing such crops or products: 

“(c) Against loss or damage by water or other fluid to any goods or premises 
arising from the breakage or leakage of sprinklers, pumps or other apparatus 
erected for extinguishing fires, or of other conduits or containers, or by water 
entering through leaks or openings in buildings and of water pipes, and against 
accidental injury to such sprinklers, pumps, apparatus, conduits, containers or 
water pipes; 

“(d) Against loss or damage upon vessels, boats, cargoes, goods, merchandise, 
freight, and other property by all or any of the risks of lake, river, canal, and 
inland navigation and transportation ; 

“(e) Against loss or damage upon automobiles and all types of motor vehicles 
(including any other vehicles such as trailers used in connection with motor 
vehicles), and airplanes, seaplanes, dirigibles, or other aircraft, whether sta- 
tionary or being operated under their own power, which shall include all or any 
of the hazards of fire, explosion, transportation, collision, loss by legal liability 
for damage to property or to person, loss of use, as well as include comprehen- 
sive coverage of risks of all types, resulting from the ownership, maintenance, or 
use of automobiles and all types of motor vehicles (including any other vehicle 
such as trailers used in connection with motor vehicles), airplanes, seaplanes, 
dirigibles, or other aircraft ; 

“(f) Against loss by burglary or theft, vandalism or malicious mischief, or the 
wrongful conversion, disposal or concealment of automobiles and all types of 
motor vehicles (including any other vehicles such as trailers used in connection 
with motor vehicles), whether held under conditional sale contract or subject 
to chattel mortgages. 

“Such companies may insure against any one or more of such hazards, and 
shall have the right to effect reinsurance of any risks taken by them in companies 
authorized and admitted to do business in this state or approved by the insurance 
commissioner, but the subject of the insurance and the risks, hazard, or peril 
insured against shall be expressly set forth in the policy of insurance. This 
section shall not apply to insurance against loss caused by breaach of trust. The 
insurance commissioner may, for good cause shown or on application of the com- 
pany, limit the license of a company to make insurance to any one or more of the 
perils or coverages, including reinsurance, authorized herein.” 

Under this statute, fire insurance companies, as first contemplated by the 
Legislature of West Virginia in the enactment of the fire marshal’s tax, completely 
lost their identity because these companies were no longer in essence fire insur- 
ance companies but became general casualty companies. 

In 1951 the State of West Virginia adopted what is known in the insurance 
business as multiple line underwriting. This was done by chapter 108 of the 
acts of the legislature of 1951 and the statute is as follows: 

Sec. 5. (a) Upon receiving such certified copy and statement, the insurance 
commissioner may examine such company or association and if he finds that it 
has complied with the terms of its charter or articles of association and the laws 
of this state, and with all the provisions in other sections of this chapter pre- 
scribing conditions precedent to the issuance of a license, or certificate of au- 
thority, and is satisfied that it is solvent (or if chartered or organized under 
the laws of any foreign country, is solvent in the United States), he may issue 
to it a license, or certificate of authority, stating such facts and authorizing 
it to issue policies, make contracts of insurance, and transact business in this 
state. 

“(b) Such license or certificate of authority, except for life companies, may 
be issued so as to permit an insurance company to engage in more than one 
or any combination of the kinds of insurance business mentioned in article five, 
chapter thirty-one, articles four, six, ten, eleven and thirteen of this chapter: 
Provided, That such company or association can fully meet all the financial and 
other requirements of each article to be included in its license or certificate of 
authority.” 

The articles referred to in this statute, supra, give all insurance companies 
licensed by the insurance commissioner the authority to write all types of insur- 
ance, except life insurance. The effect of this statute is that casualty companies, 
besides writing their ordinary casualty business, also write fire insurance, and 
fire insurance companies, besides writing fire insurance, now write all kinds 
of casualty insurance. 
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However, during this legislative growth and change of the insuranee business, 
the tax enacted by chapter 59 of the acts of the legislature, 1909, remaineg 
fairly constant. This tax was amended by chapter 37 of the acts of the legis. 
lature, 1911, and again by chapter 48A, section 16, of the Code of West Virginia, 
1923. The wording of the present statute is in every essential the exact word- 
ing used in chapter 59 of the acts of the legislature of 1909, when this tax wags 
first enacted. 

Because of the expanded business of fire insurance companies into other fields 
of insurance, the question arises as to whether insurance companies Selling 
fire insurance are liable for the payment of the fire marshal tax on premiums 
derived from all aspects of their insurance business, including casualty, liabjj. 
ity, collision and theft. It must be remembered that when the fire marshal tax 
was enacted fire insurance companies liable for the tax thereby imposed could 
sell only fire insurance and the extended coverage rider. Because of this, the 
legislature imposed the tax on premiums derived from all the business done by 
fire insurance companies in the State of West Virginia. Consequently, the 
phrase “all business done in the State of West Virginia” necessarily referred to 
all fire insurance and extended coverage rider business done in the State of 
West Virginia. 

In the case of LaSalle Fire Insurance Co. v. Jenkins, 185 Ark. 484, 47 S. W. 24 
792 (1932), it was held that any company that insures property against loss by 
fire, including automobiles, is a fire insurance company. Therefore, since the 
enactment of chapter 108 of the acts of the legislature, 1951, authorizing all 
insurance companies licensed by the insurance commissioner to write any kind 
of insurance, excepting life insurance, any insurance company, whether pri- 
marily casualty or otherwise, which writes fire insurance business is a fire in- 
Surance company within the meaning of chapter 29, article 3, section 24, of the 
Code of West Virignia, 1931, as amended. Therefore, we reiterate that any 
insurance company which sells fire insurance is liable as a fire insurance com- 
pany under the fire marshal tax. 

The question now arises as to what premiums derived by these insurance com- 
panies selling fire insurance shall be used as a basis to compute the amount of 
fire marshal tax for which they are liable. It might be argued that the use 
of the phrase “all business done in this State” means that any insurance com- 
pany which sells fire insurance is liable for the fire marshal tax based on all 
premiums earned in the State of West Virginia, whether they be from liability, 
easualty, collision or fire insurance policies. However, it must be remembered 
that when this tax was initially enacted, fire insurance companies were limited 
by statute to the selling of fire and extended coverage insurance only. There 
fore, “all business done in the State of West Virginia” by necessity meant fire 
insurance business. Therefore, we are of the opinion that the basis for the 
fire marshal tax must be computed only upon the amount of premiums derived 
from the sale of fire insurance. It follows, therefore, that any insurance com- 
pany which sells fire insurance policies is liable for the payment of this tax 
based upon the amount of premiums derived from the sale of such fire in- 
surance. However, insurance companies which attach an extended coverage 
rider to their fire insurance policies are also liable for the tax on the premium 
from the extended coverage rider. 

To further substantiate this position we call your attention to the fact that 
the fire marshal tax was enacted in order to support the office of the State fire 
marshal. The legislative intent was that the insurance companies which re- 
ceived the benefits from the services of this office should bear the expense of 
operating it. To hold that fire insurance companies were liable for the State 
fire marshal tax based upon all their business, including casualty and otherwise, 
would defeat the legislative intent, since their casualty and other business 
would receive absolutely no benefit from the operation of the office of State fire 
marshal. However, since casualty companies which write fire insurance policies 
do receive benefits from the office of the State fire marshal, it follows that such 
companies should be required to pay the fire marshal tax on the premiums of 
any such business. In this manner the legislative intent in enacting such tax 
will be effectuated. 

Very truly yours, 
Joun G. Fox, Attorney General, 
By Arco W. RILey, Assistant. 
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STATE or MICHIGAN, 
OFFICE OF ATTORNEY GENERAL, 
Lansing, January 11, 1957. 
Re Federal Trade Commission v. National Casualty Co. 


YMOND BERRY, 
vetones Board of Fire Underwriters, 
New York, N.Y. f 
Dear Mr. Berry: Enclosed is another redraft of our brief as amicus curiae in 
the above entitled case. If you believe there is any serious misstatement or 
omission, will you please eall me by telephone. It is my intention to send the 
brief to the printers on Tuesday, January 15. Any minor corrections or com- 
ments may be sent to me by letter and changes can be made in the galley proof. 
Permit me to thank you again for your able assistance. 
Yours very truly, 
THoMaAs M. KAVANAGH, 
Attorney General. 
By Stanton S. FAvILte, 
Chief Assistant Attorney General. 


(Copy to Mr. John S. Hamilton, American Mutual Alliance, Chicago; Messrs. 
L. A. Vincent, and J. G. McKenzie) 


January 15, 1957. 
Re Federal Trade Commission v. National Casualty Co. 


Hon. STANTON S. FAVILLE, 
Chief Assistant Attorney General, State of Michigan, 
Lansing, Mich. 


DearR GENERAL: I read the copy of brief enclosed with your letter of January 
11. I like it better than the earlier draft and I have no suggestions for major 
change. 

I am still a little itchy about point 4 on pages 13 and 14. I know this was not 
your idea and I think you have handled the point as well as it could be handled 
as long as it was going to be put in, but it still leaves me with the feeling that 
the court may say— 

“Mr. Attorney General, your argument is quite correct that the States have 
the power to regulate independently of the McCarran Act and the Federal Trade 
Commission is mistaken in arguing otherwise; but that pawer which the States 
have independently of the McCarran Act is subject to Congress’ power under the 
interstate commerce claucse and if Congress has spoken, then the State must 
yield. It is our feeling that Congress has spoken in the McCarran Act and in- 
dicated that it intended to leave part of this field to the State and part to the 
Federal Trade Commission.” 

Of course I do not agree with the above, but I still have the feeling this point 
tends push the court into that position. I would feel less badly about the 
point if there were some short qualifying statement either in the first paragraph 
or at the end of it to the effect that this point is made only because of the ex- 
‘treme position taken by the Federal Trade Commission. 

I have spoken to Johin Hamilton about this. I think he and I are in agree 
ment in our feelings about it and that he will submit some language. 

I congratulate you on a job well done under a very tight schedule and ex- 
treme pressure. 

Yours very truly, 


J. RAYMOND Berry, General Counsel. 


STATE OF MICHIGAN, 
DEPARTMENT OF INSURANCE, 
Lansing, January 14, 1957- 
Mr. James RAYMOND Berry, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: I am most grateful to you for your courtesy in setting up the 
meeting on last Tuesday. 
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I presume by now you have received a copy of the proposed brief which Stan 
Faville mailed to you last Friday. 
Most sincerely, 
Joe, 
JOSEPH A. NAVARRE, 
Commisisoner, 


P.S.—We have made a change in point IV. Ill see that you get a copy. The 
change met the objection of John Hamilton and Ken Kimball—I talked to them 
late this afternoon from Stanton Faville’s office. 


JOE. 


AMERICAN MUTUAL ALLIANCE, 


January 16, 1957. 
Hon. STANTON FAVILLE, 


Chief Assistant Attorney General, State of Michigan, ’ 
Office of Thomas M. Kavanagh, Attorney General, Lansing, Mich. 


Dear Mr. Favre: Confirming our telephone conversations, the revision of 
point 4 in your brief for the National Casualty case meets the problem which 
I had seen in the original draft which you sent over the weekend. 

I believe the brief is now well rounded and I hope you will have a goodly 
number of other States joining in it. 

We have greatly appreciated the opportunity of working with you and with 
the other insurance representatives on this brief, and I am also glad to know 
that you are asking for time for oral argument. We will be happy to confer 
with you any time you desire on that phase of the matter. 

Sincerely yours, 
JouHN S. HAMILTON, Jr., 
General Counsel, 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 


BoArD OF FIRE UNDERWRITERS HELD IN THE BoarD Room ON JANUARY 16, 1957, 
AT 11 A.M. 


Present: Mr. H. Clay Johnson, chairman, Messrs. Millard Bartels, Frank F. 
Dorsey, K. B. Hatch, A. EB. Heacock, C. A. Loughin, William McLean, George 
Mead, J. G. Niederlitz, John A. North, A. L. Ross, Frank VanOrman; also Hugh 
Garland (representing John R. Barry), Howard Davis (representing Philip 
Brown), Joseph E. Murphy (representing Raymond N. Caverly), James Deegan 
(representing F. H. Forkel), Dexter Ferry, Jr. (representing Paul Laymon), 
E. 8. Coons (representing H. W. Miller), Hugh Harbison of legal department, 
Travelers Insurance Co., General Counsel Berry, Assistant General Counsel 
McKenzie and Ray E. Hughes of the staff. William Tribou, secretary of Aetna 
also present. 

Advices of their inability to attend were at hand from Lester Harvey, Paul E. 
Laymon, H. W. Miller, W. E. McKell, and F. Elmer Sammons. 


FEDERAL MATTERS—LEGISLATION 


Nuclear energy legislation.—General counsel reported, as a matter of informa- 
tion (inasmuch as this subject is being handled by a special committee of the 
national board, that Senators Gore and Anderson have introduced the same bills 
that were before the Congress at the last session. 

Marine profits tagy.—The marine interests are planning to introduce a bill in 
Congress reinstating the marine profits tax in the District of Columbia and 
general counsel has been asked to assist in the passage of such legislation. It 


was the sense of the meeting that Mr. Berry render such assistance as he can 
in an effort to enact such a law. 


MISSISSIPPI—-CONTROL OF COMMISSION PROVISION—RATING LAW 


Reference was made to litigation instituted by Allstate Insurance Co., attack- 
ing the constitutionality of the provision in the rating law, which provides 
among other things for promulgation by the Mississippi Commission of a uniform 
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rate of commission. General counsel advised the lower court has held it uncon- 
stitutional and the agents are anxious that this case be carefully briefed and 
argued on appeal, but have taken no definite action as yet. The Mississippi 
State Rating Bureau is also very concerned and suggested that we employ their 
attorney, Mr. Watkins, to brief the case at the circuit court level. Discussion 
developed a consensus (1) that our interest stems from the threat to State regu- 
lation involved in this challenge to_the rating law; (2) that the rating organi- 
zation was more properly a party in the appeal than was the national board, 
and (3) that counsel should so advise the rating bureau. 


WEST VIRGINIA 


Corporation license tar.—This litigation has been concluded with a decision 
by the circuit court of Kanawha County that the statute is unconstitutional, 
which means that the court has sustained our contention that the tax is invalid. 
Companies have been bulletined to this effect. 

Fire marshal taw.—The former insurance commission had taken the position 
that a company writing any West Virginia fire business was a “fire insurance 
company” under this statute and was therefore liable for tax on all premiums 
written in West Virginia without regard to the kind of insurance. We had 
advised companies to pay only on premiums written under their fire insurance 
license. The matter was referred to the attorney general, who has now ruled 
companies need pay on fire and extended coverage premiums only. This is a 
somewhat narrower base than fire and allied lines and much narrower than the 
pase claimed by the insurance department. There is language in the opinion 
indicating the attorney general meant fire and allied lines but we will not seek 
clarification of his opinion inasmuch as the attorney general has left office and 
the insurance department has agreed to the introduction of a bill which should 
make the tax base clear in the future. Furthermore, there is a provision in 
the present law and in the new bill permitting waiver of tax when the fire 
marshal’s fund is sufficiently large to permit such waiver. 

Rate law.—The proposed code has eliminated from the present rating law the 
requirement for local statistical reporting, but retains the mandatory stamping 
provision. General counsel was instructed to attempt to get the all-industry 
pattern as to statistics and as to stamping. 


SURPLUS LINE LEGISLATION 


Legislation in Arkansas and Texas, amending the surplus line law, contains 
a provision that nonadmitted insurer shall have access to the courts of the State 
as if it were an admitted insurer. It was the sense of the meeting that as a 
matter of policy we should oppose such a provision. 


NEW YORK—-QUARTERLY STATEMENTS 


Reference was made to a letter from a member company respecting request 
from the New York Insurance Department for the filing of quarterly financial 
statements, inquiring if the national board would make an effort to have the 
superintendent withdraw this request. In the course of discussion it was 
pointed out that New York companies have for some time been making these 
filings and California requires such statements from all companies. General 
counsel stated he would confer with the department on this matter. 


NEW YORK CITY GROSS RECEIPTS TAX 


The matter of fee in connection with the employment of special counsel to 
oppose the assessment levied against the Rochester American Insurance Co. 
was before the committee for consideration. General counsel reported that 
he and the chairman conferred with the firm of Saxe, Bacon & O’Shea who 
suggested a fee of $35,000 of which $5,000 has already been paid. After dis- 
cussion, it was voted that the chairman and general counsel, together with such 
other members as the chairman might wish to appoint, be empowered to negotiate 
the amount of fee with special counsel. 
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ANNUAL STATEMENT TREATMENT OF FEDERAL INCOME TAX ADJUSTMENTS RESULTING 
FROM NET OPERATING LOSS CARRYBACKS 


General counsel referred to the treatment of Federal income tax carrybacks, 
which some companies may avail themselves of this year, and the desirablity of 
obtaining an expression from the New York Insurance Department that such 
carrybacks might be set up in the annual statement as an asset. 

Chairman Niederlitz of the taxation committee read the attached memorandum 
during the discussion of which it was brought out that in contacting the 
Association of Casualty & Surety companies it was learned that a check of their 
membership indicated that their members were not opposed to the annual state. 
ment treatment but did not care to join with us in presenting the matter to the 
New York department, 

On motion duly made and seconded, it was voted that the attached memoran. 
dum be filed with the New York department on behalf of national board members, 
with the understanding while recommending this asset treatment we would 
nevertheless make it clear that it was optional with the company to handle the 
item as a footnote rather than as an asset. 


NEW YORK——HEARINGS ON PROPOSED LEGISLATION 


These hearings were held in November. Only three items of significance to 
us were—security fund, unearned premium trust fund, and effort to change 
the standard policy. All of these were poorly presented and up to this time no 
legislation has been introduced in support of these proposals. 


NEW JERSEY—ADVISORY BOARD 


Instructions were sought on a bill which has been drawn in New Jersey pro- 
viding for an imsurance advisory board made up of men in the insurance 
business to assist and advise the insurance department. It was the sense of the 
meeting that we take no position on such legislation. 


FEDERAL TRADE COMMISSION—NATIONAL CASUALTY CASE 
General counsel reported that he has been working with the insurance com- 


missioner, assistant attorney general of Michigan and an industry committee on 
a draft of amicus brief in this case. 


NAIC CONVENTION, DECEMBER 1956, MIAMI, FLA. 


General counsel reported he attended this convention and member companies 
have heretofore received copy of all reports of interest to them. 


BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded it was voted to approve payment of the 
following bills: 


Insurance Federation of Massachusetts_......................-.-.. $3, 250. 00 
ERUEONCE TRGSEOTION. OC DIGUERIIG cick eccicensier since hncaniniadon 1, 000. 00 
Insurance Federation of Pennsylvania_............--........-.... 1, 750. 00 
TE TIN icc esennitariccnsicr heen eennigna- matinee nmanlncendelaaanotiiheie 5, 200. 00 
Steptoe & Johnson, attorney fee and expenses, West Virginia_____-__ 7, 399.29 
Robert L. Alexander, attorney fee and expenses, Tennessee___-___- 1, 737. 25 
Lemle & Kelleher, attorney fee and expenses, Louisiana__________--_- 1, 384. 26 
Walter Hanson, attorney fee and expenses, Oklahoma________-----~ 1, 142. 76 
Bk, Renter, -CEDONNCE; GOUT GIR. sisi iki cc itititien tiie 85. 50 
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ADJOURN MENT 


There being no further business to come before the committee, the meeting 
adjourned at 12:45 p.m. 
SECRETARY. 


(Copy to Ned Griggs, W. F. Williams (San Francisco and Sacramento) 
Joseph Navarre, M.C. K. and L. A. V.) 


JANUARY 18, 1957. 
Hon. Brrrron McCoNNeELL, 
Chairman, Committee on the the Preservation of State Regulation, NAIC, San 
Francisco, Calif. 

DeaR CoMMISSIONER McCONNELL: I write to you as chairman of the Committee 
on the Preservation of State Regulation, NAIC, and draw your attention to the 
enclosed newspaper story taken from the Journal of Commerce of January 15, 

957. 

: Apparently a congressional committee is going to rehash a situation which I 
believe the insurance commissioners have already corrected and I gather from 
the story that this rehashing comes at least in part from the activity of the 
National Better Business Bureau. 

The companies involved in this case are not members of this organization, 
but the National Automobile Underwriters Association (which I represent on 
legislative matters) has been called upon by counsel for the Senate subcommittee 
to produce certain statistical information with reference to classification. The 
rating bureau has been advised, if not produced voluntarily, it will be subpenaed. 
After talking with Commissioners Navarre, Parson and Deputy Superintendent 
Wikler I have advised the rating bureau to submit the information without 
waiting for subpena. 

Beyond that my only interest in this is the adverse effect which hearings 
might have on State regulation. Frankly, I see no excuse for the hearings, 
inasmuch as I understand this matter has been cleared up heretofore by action 
of the insurance commissioners. I suggest the possibility that the matter might 
be dropped if conversation were had by the commissioners’ committee with the 
Better Business Bureau and the counsel for the committee prior to the scheduling 
of hearings. 

Kindest personal regards. 

Sincerely, 








» General Counsel. 


P.S. Senator Mike Monroney is from Oklahoma. Perhaps Joe Hunt could 
help. 
a: 


THE NATIONAL Boarp or Frre UNDERWRITERS, 
New York, January 18, 1957. 
Re Federal Trade Commission v. National Casualty Company. 


In the above action the Federal Trade Commission is challenging the power 
of the respective States to regulate the insurance business. The National Casualty 
Co. is a company domiciled in the State of Michigan and the Attorney General of 
cS ae of Michigan has petitioned the court for leave to file amicus curiae 

rief. 

Copies of this petition and brief will be sent to each insurance commissioner 
and to each State’s attorney with an invitation to join the State of Michigan in 
supporting State regulation against Federal Trade Commission’s attack. In- 
structions as to how this can be done will be contained in the Michigan Attorney 
General’s letter. 

Hearings are scheduled for February 8 so time is of the essence and fast action 
is essential. 

Please take this up with your insurance commissioner immediately, offer 
assistance in expediting supporting action by your State and advise this office 
by phone, reversing charges. 

Yours very truly, 
J. RayMonp Berry, 
General Counsel. 


47932—60—pt. 712 
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Attached letter sent to the following: 


Col. Marion Rushton, Alabama. - 
A. E. Robertson, Alaska. 

Irving A. Jennings, Arizona. of 
James I. Teague, Arkansas. I CK 
Robert J. Kirschwing, Colorado. re 
Hugh Harbison, Connecticut. m 
Wm. R. Murphy, Delaware. tir 
Jesse F. Warren, Jr., Florida. St 
James L. Ross, Georgia. ce 


P. M. Lanchaster, Georgia. 
V. M. Armstrong, Indiana. F 
Robert W. Colfiesh, Iowa. 


Ww 
Mark L. Bennett, Kansas. M 
Geo. H. Parker, Kentucky. 0 


Harry B. Kelleher, Louisiana. D 
Thos. N. Weeks, Maine. 

J. Kemp Bartlett, Jr., Maryland. 

Arthur C. Conley, Massachusetts. i 

Geo. A. French, Minnesota. 

Paul W. Terry, Missouri. 

H. J. Luxan, Montana. 

James L. Brown, Nebraska. 

Geo. L. Vargas, Nevada. 

Lester S. Harvey, New Hampshire. 
A. L. Montgomery, New Mexico. 
Jos. D. Byrne, North Dakota. 
Raymond W. Kilbourne, Ohio. 
Walter D. Hanson, Oklahoma. 
Homer W. Teamer, Pennsylvania. 
N. A. Turner, South Carolina. 
R. C. Riter, South Dakota. : 
Robert L. Alexander, Jr., Tennessee. : 
Will C. Thompson, Texas. | t 
Claude D. Minor, Virginia. : 
Geo. W. Clarke, Washington. 

Robert W. Lawson, Jr., West Virginia. | 
E. M. Griggs, Illinois, Wisconsin. 

W. F. Williams, Idaho, Oregon, Utah. 


— 


m -~« 


ae ot tend 


[Second draft] 
STATEMENT OF QUESTION INVOLVED : f 


Does the Federal Trade Commission have jurisdiction to regulate the advertis- 
ing practices of National Casualty Co., despite the McCarran Act, and notwith- 
standing the enactment of laws regulating such practices by the States and terri- 
tories in which the company does business? 

The Federal Trade Commission answered this question “Yes.” 


The State of Michigan contends that the answer to this question should be 
“No.” 


U.S. Court OF APPEALS FOR THE SIXTH CIRCUIT 
No. 12944 


National Casualty Company, a Corporation, Petitioner, v. Federal Trade 
Commission, Respondent 


Brier OF THOMAS M. KAVANAUGH, ATTORNEY GENERAL OF MICHIGAN, 
AS AMICUS CURIAE 


STATEMENT OF FACTS 


This is a petition for review of an opinion and order of the Federal Trade 
Commission, following a hearing, on a complaint issued by the Commission in 
which National Casualty Co. was charged with having made false and deceptive 
statements in advertising material used in connection with the sale of accident 
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and health insurance policies in violation of section 5 of the Federal Trade Com- 
mission Act (88 Stat. 717 (1914), 15 U.S.C. 45). 

National Casualty Co. which has qualified in all 48 States and the District 
of Columbia and Hawaii, challenged the jurisdiction of the Federal Trade 
Commission to regulate the company’s advertising practices and denied any mis- 
representation in its advertising material as charged. Nevertheless, the Com- 
mission held (with two Commissioners dissenting) that it does have jurisdic- 
tion in all of the States and Territories in which it does business, including the 
State of Michigan. It ordered the company to cease and desist from making 
certain representations except under conditions set forth in the order. 

National Casualty Co. has filed a petition for review of that decision (of the 
Federal Trade Commission) and seeks dismissal of the entire proceeding for 
want of jurisdiction and on other grounds. This brief is filed by the State of 
Michigan amicus curiae, in support of its contention that the Federal Trade 
Commission has no jurisdiction to regulate insurance companies’ advertising 
practices in Michigan. We refrain from a discussion of other issues. 


ARGU MENT 


Does the Federal Trade Commission have jurisdiction to regulate the adver- 
tising practices of National Casualty Co., despite the McCarran Act and not- 
withstanding the enactment of laws regulating such practices by the States and 
territories in which the company does business? 

The Federal Trade Commission answered this question, “Yes.” 


The State of Michigan contends that the answer to this question should be, 
“No.” 


I. The McCarran Act clearly expresses the intention of Congress to permit the 
States to regulate insurance to the exclusion of the Federal Trade Com- 
mission 

The McCarran Act speaks clearly for itself. 

Its purpose is “To express the intent of Congress with reference to the regula- 
tion of the business of insurance.” Section 1 of the act constitutes a declaration 
by Congress “that the continued regulation and taxation by the several States 
of the business of insurance is in the public interest.” Section 2(a) states: 
“The business of insurance, and every person engaged therein shall be subject 
to the laws of the several States which relate to the regulation or taxation of 
such business.” Then, explicitly, section 2(b) provides that certain enumerated 
Federal laws, including the Federal Trade Commission Act, shall be applicable 
to the business of insurance only “to the extent that such business is not regu- 
lated by State law.” 

It is difficult to see how the U.S. Congress could have expressed itself more 
clearly to establish the following points: 

(1) The intent. of Congress with reference to the regulation of the 
business of insurance. 


(2) The regulation of insurance by the States, rather than by the Federal 
Government, was in the public interest. 

(8) The business of insurance should be subject to the laws of the States. 

(4) That Federal regulatory authority under the Sherman Act, the 
Clayton Act, and the Federal Trade Commission Act should be restricted 
to those areas of the insurance business not regulated by State laws. 

The Congress specifically provided that certain Federal statutes were to apply 

to the business of insurance (irrespective of the existence or nonexistence of 
State laws on the same subject) by stating in section 4 of the McCarran Act, 
that nothing in that act should affect in any manner the application to the 
business of insurance of the National Labor Relations Act, the Fair Labor 
Standards Act, or the Merchant Marine Act. If Congress had intended. that 
the Federal Trade Commission Act apply to the business of insurance, irrespec- 
ane of State law, it would have included that act in section 4 of the McCarran 
Act. 
_ The claim of the Federal Trade Commission that it has jurisdiction where the 
States have regulated, is completely untenable. The language of the McCarran 
Act contains not the slightest hint that Congress intended the Federal Trade 
Commission Act should operate where State law regulates the business of insur- 
ance. The McCarran Act contains clear language to the contrary. 

The Supreme Court of the United States has had no difficulty in reading from 
the McCarran Act the clear intention of Congress that the regulation of the 
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business of insurance be left in the hands of the States. This was squarely at 
issue in Prudential Insurance Co. v. Benjamin, 328 U.S. 408 (1946), but that 
case was completely ignored by the FTC majority. 

Involved in the Prudential case was a 3-percent tax levied by South Caroling 
on the premiums of foreign insurance companies, while no similar tax was levieg 
on the business of domestic insurance companies. It was claimed that the tax 
was unconstitutional as a discrimination against interstate commerce. The 
Supreme Court, however, held that Congress, which has plenary power over 
interstate commerce, had, through the McCarran Act, consented to South Caro. 
lina’s regulation of it as far as the business of insurance was concerned, [Ip 
so deciding the Court said ; 

“Obviously Congress purpose was broadly to give support to the existing ang 
future State systems for regulating and taxing the business of insurance. This 
was done in two ways. One was by removing obstructions which might be thought 
to flow from its own power, whether dormant or exercised, except as otherwise 
expressly provided in the act itself or in future legislation. The other was by 
declaring expressly and affirmatively that continued State regulation and taxa. 
tion of this business is in the public interest and that the business and all who 
engage in it ‘shall be subject to’ the laws of the several States in these respects, 

“Moreover, in taking this action Congress must have had full knowledge of 
the nationwide existence of State systems of regulation and taxation; of the 
fact that they differ greatly in the scope and character of the regulations imposed 
and of the taxes exacted and of the further fact that many, if not all, include 
features which, to some extent, have not been applied generally to other inter. 
state business. Congress could not have been acquainted with these facts and 
its purpose was evidently to throw the whole weight of its power behind the 
State systems, notwithstanding these variations.” 

In Maryland Casualty Co. v. Cushing, 347 U.S. 409 (1954), the McCarran Act 
was held not relevant to the facts, but the court commented as follows on the- 
purpose of the statute at page 413: 

“* * * even the most cursory reading of this enactment makes it clear that 
its exclusive purpose was to counteract any adverse effect that this Court’s deci- 
sion in United States v. South-Eastern Underwriters Association * * * might 
be found to have on State regulation of insurance.” 

Similarly, in Wilburn Boat Co. v. Fireman’s Fund Ins. Co., 348 U.S. 310, 319 
(1955) the Court said with reference to the McCarran Act: 

“The measure Congress passed * * * was designed to assure that existing 
State power to regulate insurance would continue.” 

A recent decision of the highest court of the State of New York held likewise. 
The constitutionality of the statutory provisions in question were passed on and 
disposed of by Chief Judge Conway in Matter of Guardian Life v. Chapman, 
302, N.Y. 226. After referring to U.S. v. S.H.U.A., 322 U.S. 533, the McCarran 
Act, and Prudential Ins. Co. v. Benjamin, 328 U.S. 408, Judge Conway arrived 
at the following conclusion: 

“The result of this judicial and congressional activity, in our judgment, is that, 
while the business of insurance may now be ‘interstate commerce’, nevertheless, 
the States, by express congressional consent, may continue to tax and regulate 
it, free from any negative prohibitions implicit in the commerce clause, but sub- 
ject, however, to other constitutional provisions which may be applicable, such 
as due process. Here, there is no claim that the franchise tax as applied to 
petitioner, a domestic insurance company, is unconstitutional for lack of juris- 
diction or violation of any provisions of the Federal Constitution other than the 
commerce clause and, by clear and unambiguous congressional consent, approved 
by the Supreme Court, the application of the commerce clause has been removed 
from State systems of taxation and regulation of the business of insurance.” 


II. The States have regulated the business of insurance in interstate commerce 


The State of Michigan over the years has enacted laws regulating the business 
of insurance, as have all other States and territories of the United States. These 
laws regulate both the intrastate and interstate operations of insurance com- 
panies. Within the body of State regulatory laws are statutes which prohibit 
false or misleading advertising of insurance and which authorize disciplinary 
action by the States against those engaging in such advertising. Michigan and 
the other States and territories in which National Casualty Co. is licensed and 
does business have laws which regulate advertising. It follows that the com- 
pany’s advertising practices are “regulated by State law” within the test of the 
McCarran Act. 
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II. Under the McCarran Act the Federal Trade Commission is without 
jurisdiction 

As has been shown, the McCarran Act clearly expresses the intention of Con- 

ess to permit the States to regulate the business of insurance. It has also 
been shown that the States do regulate the business of insurance, including adver- 
tising. The majority of the Federal Trade Commission appears to recognize the 
foregoing concepts. They, however, claim jurisdiction of insurance advertising. 
This position is erroneous and untenable. 

When all parts of the McCarran Act are read together the plain meaning of 
Congress was to permit the States to regulate the business of insurance and to 
make the Federal Trade Commission Act inapplicable except as to those areas not 
regulated by Statelaw. It could not have been stated clearer. 

The decision in North Little Rock Transportation Co. v. Casualty Reciprocal 
EFachange, 181 F. 2d 174 (8th Cir. 1950) was that even concurrency of State and 
Federal jurisdiction was not contemplated by the McCarran Act. It is significant 
that certiorari was denied by the U.S. Supreme Court, 340 U.S. 823 (1950). This 
case involved an action under the Sherman Act, but is a precise authority because 
the MeCarran Act makes no distinction whatsoever between the two Federal 
laws as to their applicability to the business of insurance. 

North Little Rock was a suit for treble damages based on a charge that the 
defendants had combined and conspired to restrain interstate commerce by fixing 
rates for casualty insurance. The defense was that the fixing of such rates 
was authorized and regulated by an Arkansas statutue, and that under section 
2(b) of the McCarran Act. The district court held for defendants on this 
ground and gave a summary judgment of dismissal. This was affirmed by the 
court of appeals and certiorari was denied by the Supreme Court. 

This case is a clear precedent against the claim of jurisdiction of the Federal 
Trade Commission in the instant case. The McCarran Act treats the Sherman Act 
and the Federal Trade Commission Act exactly alike. Existence of State 
statutes regulating insurance advertising, therefore, similarly ousts the Federal 
Trade Commission from jurisdiction. 


IV. Conclusion 


The assertion of jurisdiction by the Federal Trade Commission over the 
advertising practices of insurance companies which are regulated by Michigan 
and other States is not supported in law or by judicial decision. It violates the 
clear intent of the U.S. Congress in its passage of the McCarran Act. It ignores 
the interpretation given to the McCarran Act by our highest courts. The FTC is 
attempting to usurp the jurisdiction of the States under this strained construction 
of the language of the McCarran Act, which permits and is intended to permit 
States to regulate the business of insurance and thereby to make the Federal 
Trade Commission Act inapplicable to that business. 

The Commission’s order in the instant case should be set aside for lack of 
jurisdiction and the State of Michigan urges this Court so to hold. 

Respectfully submitted. 

THOMAS M. KAVANAUGH, 
Attorney General, State of Michigan, as Amicus Curiae. 
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[Draft] 
PETITION FOR LEAVE TO INTERVENE AND FOR FURTHER RELIEF 


The petition of the State of Michigan acting herein by Joseph Navarre, ifs 
commissioner of insurance, respectfully represents: 

1. Appellee, the Federal Trade Commission, has charged and found that appel- 
lant, National Casualty Co., a Michigan insurance company with principal place 
of business in that State, has made and circulated in Michigan and elsewhere 
certain advertising material which “misrepresented the coverage and benefits 
afforded by [appellant’s] health and accident insurance policies” (R_ ). 

2. Petitioner concedes, but only arguendo, the accuracy of these charges and 
findings, reserving the right to review the same in accordance with petitioner's 
administrative and judicial procedures. 

3. Appellee has concluded that the aforesaid activities of appellant are jy 
violation of the Federal Trade Commission Act, ~~ _-- ._., and has ordered 
that appellant cease and desist therefrom. 

4. In its opinion (R_ ) appellee reaffirms the view expressed in the matter of 
The American Hospital and Life Insurance Company (appellee’s docket No, 
6237), that jurisdiction over the activities charged and found in the present pro- 
ceedings exists only in the appellee and not in petitioner. 

5. On the contrary, for the reasons next set forth, petitioner avers that juris- 
diction over the activities of appellant so charged and found exists only in peti- 
tioner and not in appellee. 

6. By its Public Law 15 of its 79th session, the Congress of the United States 
suspended the operation of the Federal Trade Commission Act upon the business 
of insurance “to the extent that such business is not regulated by State law,” 
with certain exceptions not here relevant. 

7. The activities of appellant found and charged by appellee are regulated by 
the laws of petitioner which provide, inter alia: 

(a) (copy p. 194). 

Section 547 A.4 of the Insurance Code of Michigan, since reenacted as section 
2007 of Public Act 218, 1956. 

(b) (copy p. 197). 

Code section 547 A.9 and section 2038 of Act 218. 

8. Petitioner is ready, willing, and able to proceed with the enforcement of 
its laws just recited. However, to do so prior to decision of the jurisdictional 
questions raised by this petition would subject appellant to double prosecution 
for what petitioner believes would bea single offense, if proven. 

Wherefore, petitioner prays the Court to issue an order requiring the parties 
to show cause, if any they have, why: 

(a) The record in this case should not be remitted to petitioner’s commis- 
sioner of insurance for review and for such further proceedings as may be 
necessary and appropriate under the laws of petitioner. 

(b) The appellee should not be declared to have no jurisdiction over the 
activities charged in these proceedings. 


ANNUAL STATEMENT TREATMENT OF FEDERAL INCOME TAX ADJUSTMENTS RESULTING 
From Net OperATING Loss CARRYBACKS 


Many stock fire, multiple line, and casualty insurance companies will be eligible 
for sizable credits or refunds of Federal income taxes paid for years 1954 and 
1955. These credits or refunds constitute a new class of tax adjustments for 
most insurance companies. They are the direct result of the more liberal 
treatment afforded under the 1954 code in computing their net operating losses. 
Companies sustaining a net operating loss for 1956 will be entitled to the benefits 
of section 6411: Tentative Carryback Adjustments, which appears under Sub- 
chapter B: Rules of Special Application, and provides in part as follows: 

“(a) Application for Adjustment: * * * 

“(b) Allowance of Adjustments: Within a period of 90 days from the date on 
which an application for a tentative carryback adjustment is filed under sub- 
section (a), or from the last day of the month in which falls the last date 
prescribed by law (including any extension of time granted the taxpayer) for 
filing the return for the taxable year of the net operating loss from which such 
carryback results, whichever is the later, the Secretary or his delegate shall make, 
to the extent he deems practicable in such period, a limited examination of the 
application, to discover omissions and errors of computation therein, and shall 
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determine the amount of the decrease in the tax attributable to such carryback 
upon the basis of the application and the examination, except that the Secretary 
or his delegate may disallow, without further action, any application which he 
finds contains errors of computation which he deems cannot be corrected by him 
within such 90-day period or material omissions. Such decrease shall be applied 
against any unpaid amount of the tax decreased (including any amount of such 
tax as to which an extension of time under section 6164 is in effect) and any 
remainder shall be credited against any unsatisfied amount of any tax for the 
taxable year immediately preceding the taxable year of the net operating loss 
the time for payment of which tax is extended under section 6164. Any re- 
mainder shall, within such 90-day period, be either credited against any tax or 
installment thereof then due from the taxpayer, or refunded to the taxpayer.” 

It will be noted that the credit or refund authorized under section 6411 is 
authorized and acknowledged by the law and the Treasury Department’s review 
is limited to an “examination of the application to discover omissions and errors 
of computation therein * * *.” In other words, this “application for adjust- 
ment” is treated in a manner similar to the treatment accorded the Federal 
corporate income tax return itself. In one case the law requires the Treasury 
Department to credit or refund to taxpayers the amount of tax overpaid in 
previous years by reason of the net operating loss carryback to such years; while 
on the other hand the Treasury Department is required to collect from the 
taxpayers the amount of tax shown due on the income tax return. 

The above summarizes the special nature of this new type of adjustment avail- 
able to insurance companies, for the calendar year 1956, from a purely tax stand- 
point. No problem is anticipated in the filing and processing of these applica- 
tions with the Treasury Department. 

A related question, however, involves the treatment of this special credit or 
refund in an insurance company’s annual statement and that is the problem to 
which this memorandum is addressed. 

These adjustments, being new to the stock insurance business, are not covered 
in the New York Insurance Department’s volumes “Examination of Insurance 
Companies.” Volume II of this work, on page 626, under the heading “Other 
Admitted and Nonadmitted Assets,” sheds some light on the general question of 
refunds in the following language: 

“One of the assets allowed after verification * * * is recoverable Federal 
income tax, provided the Treasury Department has acknowledged the amount 
as refundable.” 

In other words, where a general claim for refund is meritorious, and is allowed 
by the Treasury Department, such a claim may be treated as an asset. In the 
case of these special tentative carryback adjustments it will be noted from the 
foregoing tax analysis that he statute acknowledge the amount of the tax com- 
puted in the application for adjustment and authorizes the credit or refund of 
such amount subject only to a limited examination of the application by the 
Treasury Department “to discover omissions and errors of computation therein.” 
This is very similar to the treatment afforded a corporate income tax return 
after it is filed with the Internal Revenue Service. The general procedure is 
to check such returns for mathematical accuracy and omissions. 

It would, therefore, appear that, under existing procedures, the amount of 
special credit or refund we are here discussing should be treated on the annual 
statement as an admitted asset, as the Treasury Department has no right to 
deny this special credit or refund, but merely to audit its accuracy. 

Turning now to the accepted accounting treatment of this special credit or 
refund in other lines of business where some experience has heretofore been 
obtained in the treatment of these items, we find the following discussion of the 
problem in the “Accounting Research Bulletin No. 43” (1953), American In- 
stitute of Accountants: 


“CARRYBACK OF LOSSES AND UNUSED EXCESS-PROFITS CREDITS 


‘16. While claims for refund of income taxes ordinarily should not be in- 
cluded in the accounts prior to approval by the taxing authorities, a claim based 
on the carryback provisions of the Internal Revenue Code presumably has as 
definite a basis as has the computation of income taxes for the year. Therefore, 
amounts of income taxes paid in prior years which ‘are refundable to the tax- 
payer as the result of the carryback of losses or unused excess-profits credits 
ordinarily should be included in the income statement of the year in which the 
loss occurs or the unsued excess-profits credit arises.” 
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The above quotation would indicate that sound accounting principles recognize 
the special nature of these carryback adjustments and consider as entirely proper 
the showing of this item in a company’s financial statements. 

This principle has been carried into practice by other types of business. As an 
example, the balance sheet of the American Motors Corp. and consolidated gyp. 
sidiaries, as of September 30, 1955, as shown in the annual report for 1955 to 
stockholders, sets up as a current asset the following item: “Refundable Federa} 
income taxes of prior years resulting from carryback of operating loss, $9,683,803.” 

The establishment of an asset for a refund arising from the carryback of 
net operating loss is also reflected in the statements of such companies as J, |. 
Case & Co., Minneapolis-Moline, National Department Stores Co., Publicker Ip. 
dustries Co., R. G. Le Tourneau, Inc., Consolidated Retail Stores, Cudahy Packing 
Co., F. L. Jacobs and others engaged in a wide variety of different businesses, 
These annual statements have been prepared by the leading public accounting 
firms of the country, such as Price Waterhouse, Arthur Young, Ernst & Ernst, 
Arthur Andersen, S. D. Leidesdorf, and others. 

In conclusion, and based on a brief review of the nature of the special claim 
for credit available to the stock insurance companies generally, for the first 
time in 1956, and after reviewing the accepted accounting practice applicable to 
other lines of business, we believe it would be entirely proper to permit the re. 
porting of these special credits or refunds as admitted assets in the annual state. 
ments of insurance companies. However, any company not desiring to show 
this special claim for credit as an asset in its statements should be permitted to 
handle the item as a footnote. 

Respectfully submitted. 

NATIONAL BOARD OF FIRE UNDERWRITERS, 
J. G. NIEDERLITZ, 
Chairmen, Subcommittee on Tax Matters, 

JANUARY 18, 1957. 





(Copy to J. G. McK. and L. A. V.) 


JANUARY 21, 1957. 
Hon. JosepH A. NAVARRE, 


Commissioner of Insurance, 
Lansing, Mich. 

DeaR Joe: I have already heard from nine States in connection with the 
Michigan brief and of those nine, Kentucky, Maryland, Nebraska, and Virginia, I 
am advised, will promptly subscribe. 

In Alabama the commissioner is away. 

In South Carolina they are still quite uninformed but intend to cooperate, 

Colorado seems to be pretty vague. 

Our men are under instructions to follow up a week from now when the brief 
is received from the Michigan Attorney General but I write because Colorado 
raised two questions which you may run into somewhere else. 

First, they wanted to know whether this course had the approval of Com- 
missioner McConnell who is chairman of the NAIC Committee for Preservation 
of State Regulation. 

Second, they wanted to know whether the National Association of Attorneys 
General in Chicago is recommending support of this course. 

You may want to consider getting a letter from Britt or getting an authoriza- 
tion from him so you can state in your letter that this course has the approval 
of the Commissioners’ Committee, headed by Commissioner McConnell. 

As to the Attorneys General Association, I think Don Knowlton’s attorney 
general is head of that and I know he is very anxious to assist. I think all 
you need to do there is to call Knowlton. 

Best regards, 

Sincerely, 
J. RAYMOND Berry, General Counsel. 
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STATE OF MICHIGAN, 
DEPARTMENT OF INSURANCE, 
Lansing, January 21, 1959. 


Re Brief amicus curiae—State of Michigan, National Casualty Company v. 
Federal Trade Commission. 

Mr. J. RayMOND Berry, : 

General Counsel, National Board of Fire Underwriters, 

New York, N.Y. 

Deak Ray: Enclosed you will find copy of letters addressed to the attorneys 
general by Thomas M. Kavanagh, attorney general for the State of Michigan, 
and a rough draft copy of a letter which I will address to the insurance commis- 
sioners, superintendents and directors of the various States. 

Also enclosed is a copy of the form suggested to the attorneys general of the 
yarious States for subscribing to and endorsing the brief amicus curiae of the 
State of Michigan in the above entitled matter. 

I want to take this occasion to again thank you for your gracious help and 
courtesy in connection with this matter. 

With kindest personal regards, I am, 

Most sincerely, 
JOSEPH A. NAVARRE, 
Commissioner of Insurance. 

P.S.—I note you have given the hearing date as February 8, 1957. The cor- 

rect date is February 18 in Cincinnati. 


In THE UNITED STATES CouRT OF APPEALS FOR THE S1xTH CrRcurtT No. 12944 


National Casualty Company, a Corporation, Petitioner v. Federal Trade 
Commission, Respondent 


STATEMENT OF THE ATTORNEY GENERAL OF THE STATE OF ___-________ 


I have read the brief of Thomas M. Kavanagh, attorney general of the State 
of Michigan, filed as amicus curiae in the above entitled cause. I hereby endorse 
the principles of law contained therein as they relate to the jurisdictional issues 
set forth in the brief and hereby subscribe thereto. the same as if my signature 
were endorsed thereon. 


Dated: January —_-_, 1957. 


JANUARY 21, 1957. 
Hon. Bruce BENNETT, 
Attorney General, 
State Capitol, Little Rock, Ark. 


DeaR GENERAL BENNETT: A case of importance to your State as well as to 
Michigan is now pending in the U.S. Court of Appeals for the Sixth Circuit at 
Cincinnati. Litigation grows out of an order entered by the Federal Trade 
Commission against National Casualty Co., a Michigan corporation licensed to 
do business in your State, directing it to cease and desist from certain advertis- 
ing practices found by the Commission to be deceptive under its standards. 
National Casualty Co. has appealed from the order of the Commission directly to 
the court of appeals and I enclose a copy of the brief of counsel for the company. 

The State of Michigan is filing a brief amicus curiae, copy of which is en- 
closed, and it is my hope that you will file a similar brief on behalf of your 
State. It would be most helpful, in my judgment, if you would prepare a motion 
for leave to file a brief amicus curiae patterned after the one filed by Michigan 
but modified to reflect the interest of your State in the case. The brief itself, 
if you so choose, may contain a statement to the effect that you endorse the legal 
principles stated in the brief amicus curiae of the State of Michigan. In addi- 
tion, your brief should set forth the pertinent quotations with citation of your 
State law governing false or misleading advertising practices. 

The cause is now set for submission in Cincinnati on February 18, 1957, so 
time in the preparation of your brief is important. If you decide to submit 
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a brief I suggest that you send it for filing to Carl W. Reuss, clerk of the U.S. 
court of appeals, Federal Building, Cincinnati, Ohio. 

While a brief from you as amicus curiae is preferable, you may as an alter. 
native find it more expedient to file a statement of endorsement similar to the 
form which I am enclosing. 

I will appreciate receiving a copy of such documents as you may file. If my 
office can be of assistance to you in this matter, please call on me. 

Very truly yours, 
Tuomas M, KavanaGHu, Attorney General. 


STATE OF MICHIGAN, 
DEPARTMENT OF INSURANCE, 
Lansing, January — , 1957. 


Re Brief amicus curiae—State of Michigan, National Casualty Company y, 
Federal Trade Commission in the U.S. Court of Appeals for the Sixth Gir. 
cuit, Cincinnati, Ohio. 

DEAR : You will find herewith enclosed a copy of the brief of National 
Casualty Co., a Michigan insurance corporation, against the Federal Trade 
Commission and the brief of the State of Michigan which has been filed in the 
U.S. Court of Appeals for the Sixth Circuit at Cincinnati, Ohio. Also enclosed 
is a letter addressed to your attorney general from Thomas M. Kavanagh, at. 
torney general for the State of Michigan. That letter is self-explanatory. 

The issue involved in the National Casualty Co. case, as in other cases involy- 
ing the Federal Trade Commission which turn upon the jurisdiction of the 
Federal Trade Commission to regulate advertising of the insurance business, 
is clearly set forth in the brief. It is of paramount importance that this issue 
be resolved in favor of the authority of the States to regulate the business of 
insurance in accordance with the purpose and intent of the McCarran Act (Public 
Law 15). 

It would be highly desirable if all of the States would file a brief amicus 
curiae in connection with the National Casualty Co. v. Federal Trade Commis- 
sion. The matter is set for hearing February 18, 1957. If you think it wise 
and expedient to do so, would you confer with your attorney general and ask 
him to file a brief amicus on behalf of your State in the above entitled case? 
He may be willing to file a motion for leave to file brief amicus curiae on behalf 
of your State and in lieu of preparing his own brief, subscribe and endorse the 
brief of Thomas M. Kavanagh, attorney general of the State of Michigan. The 
brief of the State of Michigan was drafted in such fashion as to permit other 
States to subscribe and endorse it on their own behalf. 

If you find it convenient to do so, I would be most grateful to you if you would 
notify me at the earliest possible moment as to the action to be taken by your 
State in connection with this matter. 

With kindest personal regards, I am, 

Yours most sincerely, 





JOSEPH A. NAVARRE, 
Commissioner of Insurance. 


ARMSTRONG, GAUSE, Hupson & KIGHTLINGER, 
Indianapolis, January 21, 1957. 
Re Federal Trade Commission v. National Casualty Company. 
J. RAYMOND Berry, 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 

Deak Mr. Berry: This will acknowledge your letter of January 18 in connec 
tion with the above-captioned matter. 

I will contact the insurance commissioner and our attorney general and will 
arrange a conference with them as soon as I can, and will then report to you 
by telephone. 

Yours sincerely, 
V. M. ARMSTRONG. 


omen eer enc ene 


Re 
M1 


ca) 





the 


my 


V. 
’ir- 


nal 
ide 
the 


at- 


ly- 
the 
SS, 
ue 


lie 


us 
ig. 
ise 
isk 
se? 
alf 


‘he 
er 


ild 
ur 


THE INSURANCE INDUSTRY 3983 


ARMSTRONG, GAuSsE, Hupson & KIGHTLINGER, 
Indianapolis, January 29, 1957. 
Re Federal Trade Commission v. National Casualty Company. 
Mr. J. RayMonD Berry, ; 
General Counsel, National Board of Fire Underwriters, 
New York, N. 2 

Deak Mr. Berry: Your letter of January 18, 1957, in connection with the above- 
captioned matter was received on Monday, January 21. Limmediately dispatched 
a special-delivery letter to our insurance commissioner, Alden C. Palmer, and our 
attorney general, Edwin K. Steers, as per copies attached. Later in the after- 
noon I telephoned each of these officials. 

I also wish to confirm our long-distance telephone conference of January 23. 
At that time the copies of the petition and brief had not been received. I also 
wish to confirm your advice that the State’s attorney and the Insurance Com- 
missioner of the State of Michigan would probably not expect us to file a separate 
brief, but to subscribe to their brief. 

Since talking to you I have had personal conference with Mr. Palmer and 
with Attorney General Steers. Mr. Steers has asked his chief deputy, Mr. 
Lee M. LeMay to give full cooperation on the matter. Insurance Commissioner 
Palmer is also anxious to cooperate in every way possible. 

This afternoon I talked to Mr. LeMay and was advised that the petition and 
brief had just reached ‘their office. I am to have a conference with him and 
the insurance commissioner tomorrow. 

I will keep you advised of all details. 

Very truly yours, 
ARMSTRONG, GAUSE, Hupson & KIGHTLINGER. 
By V. M. ARMSTRONG. 


LAw OFFICES OF ARMSTRONG, GAUSE, HupSON & KIGHTLINGER, 
Indianapolis, January 21, 1957. 
Re Federal Trade Commission v. National Casualty Co. 


ALDEN C, PALMER, 
Insurance Commissioner, State of Indiana, Indianapolis, Ind. 


Deak Mr. PALMER: In the above action the Federal Trade Commission is 
challenging the power of the respective States to regulate the insurance business. 
The National Casualty Co. is a company domiciled in the State of Michigan and 
the Attorney General of the State of Michigan has petitioned the court for leave 
to file amicus curiae brief. 

I have been advised by J. Raymond Berry, general counsel of the National 
Board of Fire Underwriters at New York City, that copies of this petition and 
brief will be sent to you as insurance commissioner and to our attorney general, 
Edwin K. Steers. You and Mr. Steers will also receive an invitation to join the 
State of Michigan in supporting State regulation against Federal Trade Com- 
mission’s attack. Instructions as to how this can be done will be contained in the 
Michigan Attorney General’s letter. 

Hearings are scheduled for February 8. So time is of the essence and fast 
action is essential. I would like to talk to you and to Mr. Steers on this important 
matter and I would like to offer our assistance in expediting supporting action 
by the State of Indiana. 

I am sending this letter to you special delivery. 

Thanking you. 

Yours sincerely, 
V. M. ARMSTRONG. 


LAW OFFICES OF ARMSTRONG, GAUSE, Hupson & KIGHTLINGER, 
Indianapolis, January 21, 1957. 
Re Federal Trade Commission v. National Casualty Co. 
Epwin K. Steers, 
Attorney General, State of Indiana, Indianapolis, Ind. 


Deak Ep: The attached copy of letter to the insurance commissioner is self- 
explanatory. 
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I hope that you will agree that it is important to help the State of Michigan jp 
this instance. 
I am sending this letter to you special delivery. 
Awaiting your advices. 
Yours sincerely, 


V. M. ARMsrrong, 


MIssouRI INSPECTION BUREAU, 
St. Louis, Mo., January 22, 1957. 
Re Federal Trade Commission v. National Casualty Co. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Deak Mk. Berry: Referring to your letter of January 18 relative to the above 
subject, we have just been able to contact Superintendent Leggett who is jp 
St. Louis at this time. He advises that he has not, as yet, seen a copy of the 
brief referred to, but possibly same will be available upon his return to Jeffer. 


son City. He, of course, is very much interested and we will, undoubtedly, hear 
from him further after that time. 


Yours very truly, 
W. C. ANDERSON, Manager, 
[Penciled note: February 6, 1957, called Anderson. He will contact the com- 


missioner and call back. Called back and Leggett advised the A.S. would go 
along.] 





LAW OFFICES OF BARTLETT, PoE & CLAGGETT, 
Baltimore, Md., January 22, 1957. 
Re Federal Trade Commission v. National Casualty Co. 
J. RAYMOND Berry, Esq., 


General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Deak Mr. Berry: Confirming my talk with you over the telephone yesterday, 
upon receipt of your letter of January 18 I called upon Mr. Charles Jackson, in- 
surance commissioner, and Mr. John Coppage, deputy insurance commissioner, 
and discussed with them the matter referred to in your letter. 

I found them to be entirely willing to have the State of Maryland participate 
in this action to the extent of filing through the attorney general of this State 
a petition as suggested in your letter, and adopting the brief of the attorney 
general of Michigan. 

I then called upon Mr. EB. Clinton Bamberger, Jr., a deputy attorney of the 
State of Maryland, and he told me that he would be pleased to prepare these 
papers as soon as the forms are received from Michigan. In our telephone talk 
you said that these forms would be mailed either the end of this week or the 
first of next week, and I will appreciate your advising me just when they are 
mailed, so that I can again see Mr. Bamberger for the purpose of getting him to 
act promptly. 

Very sincerely yours, 
J. Kemp BaRttetr, Jr. 


Law OFFICES OF BARTLETT, PoE & CLAGGETT, 
Baltimore, Md., January 29, 1957. 
Re Federal Trade Commission v. National Casualty Co. 
J. RAYMOND Berry, Esq., 


General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. Berry: I am very pleased to be able to advise you that I have just 
heard from Mr. E. Clinton Bamberger, assistant attorney general of Maryland, 
that the attorney general of Maryland has adopted the brief of the attorney 
general of Michigan in this case, and that a copy of their petiiton will be sent 
to me. 

As soon as this copy is received I will forward it to you. 

Very truly yours, 


J. Kemp BARTLETT, Jr. 
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Law OFFICES OF BARTLETT, Por & CLAGGETT, 
Baltimore, Md., January 30, 1957. 

Re Federal Trade Commission v. National Casualty Co. 
J. RAYMOND BERRY, Esq., - 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

Deak Mr. Berry: Supplementing my letter of January 29 in reference to this 
matter, I enclose herewith a copy of the paper which the attorney general of 
Maryland filed in his intervention in the above-entitled case. 


Very truly yours, 
7 J. Kemp BARttLett, Jr. 


In THE U.S. Court OF APPEALS FOR THE SIXTH CIRCUIT 
No. 12944 


National Casualty Company, a corporation, petitioner v. Federal Trade 
Commission, respondent 


STATEMENT OF THE ATTORNEY GENERAL OF THE STATE OF MARYLAND 


I have read the brief of Thomas M. Kavanagh, attorney general of the State 
of Michigan, filed as amicus curiae in the above-entitled case. I hereby endorse 
the principles of law contained therein as they relate to the jurisdictional issues 
set forth in the brief and hereby subscribe thereto, the same as if my signature 
were endorsed thereon. 

C. FERDINAND SYBERT, 
Attorney General for the State of Maryland. 
Dated : January 28, 1957. 


JUNEAU, ALASKA, January 22, 1957. 
J. RAYMOND BERRY, 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 

Urlet 18th relation Federal Trade Commission v. National Casualty Co., terri- 
torial fire insurance commissioner much interested therein but documents not 
yet received from Michigan attorney general. However, Alaska will probably 
join in but wishes await receipt foregoing papers when we will telephone you. 
Alaska attorney general already has joined in Texas suit The American Hospi- 
tal & Life Insurance Co. v. Federal Trade Commission. Too late to phone 
today. 

. ROBERTSON, MONAGLE & EASTAUGH. 


TURNER, Papeet & GRAHAM, 
Columbia, S.C., January 22, 1957. 
Re Federal Trade Commission v. National Casualty Co. 


Mr. J. RayMonp Berry, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: Your letter of January 18. 

Subsequent to talking to you over the telephone, in company with Insurance 
Commissioner Kelly, I called upon the attorney general and informed him of 
the subject matter. He has promised to carefully consider the information when 
received from the attorney general of Michigan and indicated he would join 
with the other States in such manner as the Michigan attorney general suggested. 

Insurance Commissioner Kelly was most agreeable to our request and urged the 
attorney general to do what he thought was best to maintain State regulation for 
South Carolina. 

Yours very truly, 
N. A. TURNER. 
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FEBRUARY 8, 1957, 


Re National Casualty v. F.T.C. 
Mr. Nat A. TURNER, 

Carolina Life Building, 
Columbia, S.C. 

Dear Nat: Ray has left the office not feeling well. He asked me to send you 
the enclosed statement to be made by attorney general, and also said to sen 
you the following quote from Attorney General Kavanagh’s letter of January 2) 
which he addressed to the attorneys general: , 

“The cause is now set for submission in Cincinnati on February 18, 1957, gp 
time in the preparation of your brief is important. If you decide to submit a 
brief I suggest that you send it for filing to Carl W. Reuss, Clerk of the Us 
Court of Appeals, Federal Building, Cincinnati, Ohio.” * 

Hastily, 


JACK G. McKeEnzzir. 


IN THE U.S. Court oF APPEALS FOR THE SIxTH CrRcuIT 


No. 12944 


National Casualty Company, a corporation, petitioner v. Federal Trade Com. 
mission, respondent 


STATEMENT OF THE ATTORNEY GENERAL OF THE STATE OF 


I have read the brief of Thomas M. Kavanagh, attorney general of the Stata 
of Michigan, filed as amicus curiae in the above entitled cause. I hereby endorse 
the principles of law contained therein as they relate to the jurisdictional isgues 
set forth in the brief and hereby subscribe thereto, the same as if my signature 
were endorsed thereon. 


Dated: January —-_--, 1957. 


MEMORANDUM From J. RAYMOND BERRY 


JANUARY 23, 1957. 
Jack received a message from Weeks that the Maine attorney general would 
go along with your suggestions. 


Mac, 


PARRISH, GUTHRIE, COLFLESH & O'BRIEN, 
Des Moines, Iowa, January 23, 1957. 
Re Federat Trade Commission v. National Casualty Co. 
J. RAYMOND Berry, 
General Counsel, National Board of Fire Underwriters, New York, N.Y. 
Dear Ray: As I reported to you by phone, our insurance department has re- 
quested the attorney general to join the State of Michigan in its petition for leave 
to file brief amicus curiae. I shall keep this matter before me, to urge prompt 
compliance with the above. 
As I told you by phone, the commisioner was absolved completely at hearing 
yesterday. It was an outrageous situation. 
With personal regards, I am 
Very truly yours, 
Bos. 


INSURANCE FEDERATION OF MINNESOTA, 
Minneapolis, Minn., January 23, 1957. 

In re Federal Trade Commission v. National Casualty Co. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

Deak Mr. Berry: As per our telephone conversation today, I have talked to 
our insurance commissioner about the above subject matter. He very much 
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yes of your stand and would like to support it. We have a peculiar situa- 

ro this State as I told you. The appearance, if made, and the brief would 
aoe ths attorney general of the State. To begin with, he is not too reliable 
c b longs to the left-wing faction of the Democratic-Farmers Labor Party. In 
and be the wife of George Jacobson, president of Group Health Mutual, is 
Mie F'L Governor’s office and has his ear. George Jacobson is an extreme 
it ad and has made statements that indicate he favors Federal control. 
raler these circumstances, the commissioner, who is a Republican, feels that 
if he opened the question of taking part in this with the Governor and the at- 
torney general, the matter could possibly take the wrong direction and end up 
in their submitting a brief in support of the action of the Federal Trade Com- 
mission. I do not mean by this that it would take the wrong direction but only 
that the possibility exists. : : ' aa 

Since my telephone conversation with you, I have talked again to Cy Sheehan 
and he is going to take the matter up with the attorney general and call his 
attention to the fact that he will be receiving the copy of the petition and brief 
of the attorney general of the State of Michigan, and will urge our attorney gen- 
eral to file this brief amicus curiae, 

I will keep you advised as to any further developments. 

ly yours 
ae Geo. A. FRENCH, 
Secretary and Counsel. 


Minutes oF MEETING OF THE SpeEcIAL COMMITTEE OF CHIEF EXECUTIVES OF THE 
NATIONAL BOARD OF FIRE UNDERWRITERS, HELD IN THE Boarp Room, 85 JoHN 
SrrEET, NEw YORK, WEDNESDAY, JANUARY 23, 1957, aT 11 a.m. 


Present: Mr. John A. North, chairman, and Messrs. J. R. Barry, J. V. Herd, 
H. W. Miller, B. C. Vitt, and Leonard Peterson (representing Mr. K. E. Black) ; 
also Special Counsel John B. Marsh and General Counsel J. R. Berry. 

Advices of their inability to attend were at hand from Messrs. K. B. Hatch 
and S. Dwight Parker. 

TEXAS 


At the request of the chairman, General Counsel Barry reported steps taken 
to draft a revision of the Texas statute to bring the deviation section in closer 
conformity to that provided in the all-industry bill. 


NATIONAL AUTOMOBILE UNDERWRITERS ASSOCIATION 


General Counsel Barry at the request of the chairman reported that the 
National Automobile Underwriters Association in July 1956 had completed 
studies on an amendment to the automotive fleet rating plan to graduate rates 
by acquisition expense factors. Mr. Barry expressed the hope that such plan 
would not be filed pending further developments in the outcome of matters al- 
ready under consideration by the New York Insurance Department. 


NEW YORK AND DISTRICT OF COLUMBIA 


Mr. Barry discussed recent developments in a hearing before the superintend- 
ent of insurance of the State of New York and a hearing before the District 
Court of the District of Columbia. 

Following full discussion of these matters, it was the consensus that this 
special committee should await decisions by the insurance department or the 
District of Columbia court before formulating recommendations for changes 
in statutes. 

ADJOURNMENT 


There being no further business, the meeting was adjourned at 12:50 p.m. 
L. A. VINCENT, Secretary. 
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(Copy to Messrs. L. A. Vincent and J. G. McKenzie) 


JANUARY 24, 1957, 
Re Brief amicus curiae, State of Michigan, National Casualty Company y 

Federal Trade Commission. F 
Hon. JosepH A. NAVARRE, 

Commissioner of Insurance, State of Michigan, Lansing, Mich. 

DEAR COMMISSIONER NavaRRE: I have your letter of January 21, with op. 
closures, for which please accept my thanks. 

I have heard from three more States. The only one that sounds at all doubt- 
ful is Texas and that, I believe, is because the fire insurance commissioner is 
just newly appointed, and secondly, the new attorney general will want to be 
sure just what the issues are in the National Casualty Company case. 

I think your attorney general’s brief should make that clear enough. In 
any event, our man will follow it up and I will give you a verbal report i 
there is any delay. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 


STATE OF MICHIGAN, 
DEPARTMENT OF INSURANCE, 
Lansing, January 23, 1957, 
Re Brief amicus curiae, State of Michigan, National Casualty Company y, 
Federal Trade Commission. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: After our telephone conversation today, I found on checking our 
files that the copies of letters we discussed were sent to you by airmail on 
Monday, January 21. I trust you have received them by now. 

I also find that I have just one copy of the brief in its final corrected form. 
However, upon calling Mr. Faville I am informed that the brief is expected 
from the printers either today or tomorrow. I am making a note to send youa 
copy just as soon as available. 

Kindest regards. 

Yours most sincerely, 
Joe, 
JOSEPH A. NAVARRE, 
Commissioner of Insurance. 


(Copy to L. A. V. and J. G. McK.) 
JANUARY 24, 1957. 
Re Collision classification plan of rating private passenger automobiles. 
Mr. H. CLay JOHNSON, 
Chairman, Committee on Laws, 
Royal-Liverpool Insurance Group, 
New York, N.Y. 


Dear Ciay: I concur in your memorandum of January 23 to Mr. Seymour. 

Jim Donovan and Harold Omsberg came in to see me last week and I advised 
them they should comply with any reasonable demand made by the committee 
and not wait for subpena and that I would undertake to see to it that this did 
not embarrass them with the insurance commissioners. 

I accordingly checked with Commissioner Larson (Florida), Commissioner 
Navarre (Michigan), and Deputy Superintendent Wikler (of Superintendent 
Holz’s office, New York), all of whom are on the NAIC committee dealing with 
the preservation of State regulation. They all agreed that the NAUA should 
not wait to be subpenaed and that they would not consider it any breakdown of 
the cooperation between our business and the NAIC committee if the material 
were furnished without subpena. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 
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Ray: I hope you will concur in the attached opinion. 
H. CLay JOHNSON, 
Ezvecutive Vice President and General Counsel, 
Royal-Liverpool Insurance Group, New York, N.Y. 
Executive. r 
ares mon JANUARY 23, 1957. 
Re Collision classification plan of rating private passenger automobiles. 
I have reviewed the January 14 memo from NAUA transmitting a copy of the 
letter received from Senator Monroney requesting certain information on auto- 
j ision insurance. 
i. ver, the NAUA should respond to this as promptly and completely as 
conveniently possible. The investigatory powers of the Congress are very 
proad and are rarely questioned, particularly where they relate to a recognized 
field of Federal jurisdiction such as interstate commerce (which is certainly 
the case here concerning insurance in the light of the SEUA case highlighting 
the interstate character of insurance). The power of congressional investi- 
gation is regarded as a necessary preliminary to the legislative power. Public 
Law 15 would have no application to the preliminary act of investigation since 
the Congress itself is free at any time to consider and adopt new legislation 
affecting insurance, whether or not it operates to repeal or amend Public Law 15. 
The policy question as to whether Congress should occupy this legislative field 
reserved to the States under Public Law 15 cannot with propriety be raised while 
the Congress is merely investigating the subject but can only be raised at the 
time specific legislation is proposed. 
H.C. J. 


STATE OF MICHIGAN, 
OFFICE OF ATTORNEY GENERAL, 
Lansing, January 25, 1957. 
Re National Casualty Co. v. Federai Trade Comm. 
Mr. RAYMOND Berry, 
National Board of Fire Underwriters, 
New York, N.Y. 
Deak Mr. Berry: I am pleased to enclose copy of the brief of the attorney 
general filed as amicus curiae in the National Casualty Co. case. 
Very truly yours, 
THOMAS M. KAVANAGH, Attorney General. 
By Stanton §. FAVILLE, 
Chief Assistant Attorney General. 


(Copy to Mr. L. A. V. and J. G. McK.) 


JANUARY 31, 1957. 
Mr. Stanton S. FAvILLe, 


Chief Assistant Attorney General, Office of Thomas M. Kavanagh, State of 
Michigan, Lansing, Mich. 

Deak GENERAL: Thank you for sending the copy of brief. I think it is an 
excellent job. 

We have reports from our men in most of the States and we have yet to have 
a flat refusal to subscribe to this brief. There are two or three States which 
have given us a rather guarded response, but I think that after they have read 
the brief they will go along. 

I will have a further report on these States within the next few days. 

Yours very truly, 


J. RAYMOND Berry, General Counsel. 


47932—60—pt. 718 
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LINCOLN, NEsR., February 11, 1957, 
J. RAYMOND Berry, 
General Counsel, the National Board of Fire Underwriters, 
New York City: 
Re Michigan fair trade practice, attorney general of Nebraska advises he has 
forwarded to clerk of court an instrument joining in the Michigan attorney 
general brief. Suggest you check to make sure of no slip-up in mail. 


JAMES L. Brown. 


INSURANCE FEDERATION OF NEBRASKA, 
Lincoln, Nebr., January 25, 1957, 
Mr. J. RAYMOND BERRY, 
General Counsel, the National Board of Fire Underwriters, New York, N.Y. 

Dear Mr. Berry: This is to report progress with reference to your letter 
relating to the State of Nebraska joining by way of amicus curiae in the 
Michigan-Federal Trade Practice case. 

The Nebraska commissioner has requested the attorney general of Nebraska 
to enter the case, and the attorney general has agreed to do so. The deadline 
factor of February 8, which you mentioned, is clearly understood here, 

However, the request from the Michigan commissioner has not yet been 
received by the Nebraska commissioner, nor the forms to be used. As soon 
as such are received this State will function. 

You will be kept advised. 

Yours, 
JAMES L, Brown, 


THOMPSON, CoE & COUSINS, 
ATTORNEYS AT Law, 
Dallas, Tev., January 28, 1957. 


Re Federal Trade Commission v. National Casualty Company. 


Hon. JoHN OSORIO, 
Board of Insurance Commissioners, 
International Life Building, Austin, Tez. 

Dear Sir: It was the litigation under the caption, which litigation is, I under- 
stand, pending in Michigan, about which I talked with you recently. 

I am now informed that certain printing in Michigan was delayed and that 
the Michigan superintendent of insurance and the Michigan attorney general 
expect to get to you and to Will Wilson by Tuesday, January 29, the details of 
what is involved and suggestions of help. 

I am now advised that the hearings are scheduled for February 18. 

If anything turns up about which I could be of any help to you or Will Wilson, 
please advise me. 

Yours truly, 
Wr C. THompson. 


OFFICE MEMORANDUM 
JANUARY 29, 1957. 
To: J. Raymond Berry. 
From: William L. Martin. 
Subject: FTC v. National Casualty Co. 

Dear Ray: I discussed the National Casualty case by telephone with Com- 
missioner Gerber who is meeting today with Attorney General Castle to prepare 
an amicus curiae brief. They already have copies of the Michigan brief and 
the pleadings. 

Griggs was in Wisconsin last week and Commissioner Rogan told him at that 
time that he was awaiting a copy of the Michigan brief, following which they 
expect to file one on behalf of the State of Wisconsin. 

Incidentally, the local insurance industry here is quite pleased so far with 
the new commissioner of Illinois. During the last legislative session I worked 
on several bills quite closely with Gerber and got fairly well acquainted with 
him. 

Yours truly, 
WruaM L. Mastin. 
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JANUARY 29, 1957. 
r called and left this message: 
eneeey the commissioner advised me they had taken the matter of the 
National Casualty attorney general brief of Michigan up with the commis- 
sioner—they had just received the Michigan attorney general’s brief. The 
Pennsylvania attorney general is starting work on it very shortly—he is study- 
ing it—and we will be advised of his decision promptly. The attorney general 
” 
is new. im 
[Penciled note: February 13, 1957. Teamer phoned that attorney general of 
Pennsylvania on February 7 endorsed Michigan’s brief. } 


Hanson & GREEN, 
ATTORNEYS AT Law, 
Oklahoma City, Okla., January 29, 1957. 
Re Federal Trade Commission v. National Casualty Company. 


Mr. J. RayMOND Berry, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

Dear Siz: The insurance commissioner of Oklahoma has today received the 
papers from the State of Michigan, and has advised me that they will prepare 
amicus curiae brief supporting the attorney general of Michigan, and also calling 
attention to the fact that Oklahoma has the Uniform Trade Practices Act re- 
laing to insurance companies, which provides for the regulation of advertising. 

Very truly yours, 
WALTER D. Hanson. 


Law OFFICES OF STEPHENS, RITTER & MAYER, 
Pierre, S. Dak., January 30, 1957. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

Deak Mr. Berry: I am informed by Mr. Phil. Saunders, our attorney general, 
that he has today sent to the U.S. Circuit Court of Appeals of the Sixth Circuit, 
in Cincinnati, Ohio, a statement advising that he concurs in the brief and the 
principles of law therein cited by Hon. Thomas M. Kavanagh, attorney gen- 
eral of the State of Michigan, in the case of National Casualty Company, a cor- 
poration, petitioner, v. the Federal Trade Commission, respondent. He stated 
he felt that this was an influential and as satisfactory as filing a separate brief 
on his part for the State of South Dakota. 

We trust this is in line with your suggestions nd our telephone conversation. 

Very truly yours, 
STEPHENS, RITTER & MAYER. 
By KE. W. STEPHENS. 


OFFICE MEMORANDUM 


JANUARY 30, 1957. 
To: Jack G. McKenzie. 


From: William L. Martin. 
Subject: Summary of legislation, Chicago office. 

Dear Jack: This is a summary of legislative action in the various Midwestern 
States which you recently requested. 

The following States are in process of organization or have yet to consider 
any bills important to us: Illinois, lowa, Kansas, Michigan, Minnesota, Missouri, 
Ohio, South Dakota, Tennessee, and Wisconsin. Kentucky does not meet this 
year and the special session planned for this year has evidently been canceled 
by the Governor. 

INDIANA 


H.B. 5: Withholding, gross income tax. This bill has failed before and we do 
not want to make information reports on agents. Uncertain. 
HB. 34: FM tax, domestic insurers. Buried. 
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NEBRASKA 


L.B. 53: Extension of filing date, annual statements. On calendar. 
L.B. 82: Regulate adjusters, investigators. Can’t believe this will move. 
L.B. 134: Income tax, information reports. Subject of extensive hearings, 


NORTH DAKOTA 


H.B. 537: Business Corporation Act. We should be able to get exemption, 
H.B. 577: Fair Trade Act. This should move but is early. 

H.B. 608: Premium tax increase. Reported to be on ice. 

H.B. 609: License of adjusters. Same. 


OKLAHOMA 


H.B. 501: Insurance code. Has a good chance. We have obtained most of our 
amendments. 
H.B. 619: State rating bureau. Subject of current hearings. It has a large 
appropriation holding it down. 
S.B. 77: Attorney fees, penalty. We expect this to get its usual treatment, 
Yours very truly, 
WILLIAM IL. Martin, 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, January 31, 1957, 


Mr. K. E. BLACK, 
Chairman, Executive Committee. 

Dear Sir: The special committe of chief executives held a meeting on January 
23, 1957, at which the following items were considered : 


TEXAS 


Report was made of steps taken to draft a revision of the Texas statute to 
bring the deviation section in closer conformity to that provided in the all- 


industry bill. 
NATIONAL AUTOMOBILE UNDERWRITERS ASSOCIATION 


It was reported that the National Automobile Underwriters Association in 
July 1956 had completed studies on an amendment to the automotive fleet rating 
plan to graduate rates by acquisition expense factors. The hope was expressed 
that such plan not be filed pending further developments in the outcome of 
matters already under consideration by the New York Insurance Department. 


NEW YORK AND DISTRICT OF COLUMBIA 


Discussion was had of recent developments in hearings before the superin- 
tendent of insurance of the State of New York and the district court of the 
District of Columbia. It was the consensus that the special committee should 
await decisions by the insurance department or the District of Columbia court 
before formulating recommendations for changes in statutes. 


Respectfully submitted. 
JOHN A. NortH, Chairman, 





KENTUCKY INSPECTION BUREAU, 
Louisville, Ky., February 1, 1957. 

Re Federal Trade Commission v. National Casualty Company. 
Mr. J. RAYMOND BERRY, 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 

Dear Frrenp Berry: Our mutual friend, Cad Thurman, told me yesterday 
that the attorney general of Kentucky will unite with the State of Michigan in 
the suit which is to come up before the Federal court at Cincinnati February 18 


Yours silicerely, 
G. H. ParKxer, Manager. 





7. 


day 
7 18. 
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CLARKE, CLARKE & ALBERTSON, 
Seattle, February 4, 1957. 
Re National Casualty v. Federal Trade Commission. 


YMOND BERRY, a) 
ees Counsel National Board of Fire Underwriters, 
New York, N.Y. . ; 
Dear Ray: While I was in Olympia last week I checked further with the de- 
rtment relative to the above matter and am advised that they have now 
received the material and the attorney general is preparing a brief. 
Yours truly, 
(Signed) George, 
(Typed) Grorce W. CLARKE. 





DENNY, VALENTINE & DAVENPORT, 
Richmond, Va., February 4, 1957. 


Re National Casualty Company v. Federal Trade Commission. 


Mr. J. RAYMOND BERRY, _ ; ; 
General Counsel, The National Board of Fire Underwriters, 
New York, N.Y. \ 

Dear Ray: The briefs in this connection reached Commissioner Parker around 
the middle of last week and, pursuant to your January 18, 1957, letter, I dis- 
cussed with him after he had had an opportunity of making a review of the 
briefs. He very kindly loaned me each of them which I reviewed over the week- 
end in spite of the fact that I came down with the flu late Thursday and was not 
back at the office until this morning. a: 

Apparently Mr. Parker is willing to use his influence to have the attorney 
general of Virginia join in the Michigan brief, and I am enclosing a copy of 
a letter which I wrote him today in that connection and pursuant to the under- 
standing which he and I had during our discussion. I understand that Mr. 
Parker has already discussed the matter briefly with our attorney general, and 
it is my belief that appropriate action will be taken on behalf of the State of 
Virginia within the next 2 or 3 days. I say within 2 or 3 days because 1 under- 
stand that Attorney General Almond is in Washington today but that the proba- 
bilities are he will be back in Richmond either tomorrow or the day following. 

With personal regards and all good wishes, 

Sincerely yours, 
CLAUDE D. MINor. 


DENNY, VALENTINE & DAVENPORT, 
Richmond, Va., February 4, 1957. 


Re National Casualty Company v. Federal Trade Commission. 


Hon. T. NELSON PARKER, 
Commissioner of Insurance, 
Richmond, Va. 


Deak NELSON: The amicus curiae brief by Thomas M. Kavanagh, attorney 

general of the State of Michigan, and the brief for the petitioner, filed in this 
case in the United States Court of Appeals for the Sixth Circuit, which you 
loaned me are returned herewith. I have reviewed each of these briefs with a 
great deal of interest, and I appreciate your kindness in permitting me to do 
80. 
Unquestionably, if the FTC prevails in this case it will mean a long step toward 
Federal regulation—as opposed to present State regulation—of the insurance 
business, I know that you are against such encroachment just as much as I am, 
and it is my belief, in which I hope you concur, that it would be advisable for 
Virginia to make known to the court its position by joining as a party to the 
amicus curiae brief filed by the attorney general of Michigan. I feel sure 
Attorney General Almond will do this if you ask him to, and I hope you will make 
such a request. 

It is my belief that Judge Almond, if he had the time in which to prepare a 
brief of his own, could present Virginia’s interests more forcibly than is done in 
the Michigan brief. But the Michigan brief does deal adequately with the im- 
portant points involved and, since time is of the essence, no doubt our good at- 
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torney general will not be averse to ask, through proper motion, that the M 
brief be considered a brief for Virginia also. 
Sincerely yours, 


ichigan 


CLAUDE D. Mrnog. 





(This copy for general manager’s file) 


To: J. Raymond Berry. 
From: W. L. Martin. 
Subject: FTC v. National Casualty Co. 


Dear Ray: I was in Topeka last week at which time I mentioned the above 
case to the deputy commissioner. I understand from him that they are too busy 
to file a brief in the National Casualty case. 

Yours very truly, 


FEBeuary 4, 1957, 


Wit1iAmM L, Martin, 





FEBRUARY 6, 1957. 

Alabama.—Rushton will try and get in touch with his commissioner and cal} 
us back. The commissioner has been in Florida. Rushton will call us back, 

Alaska.—Probably. 

Arkansas.—OK. 

Georgia.—Lancaster says OK; his attorney general will go along and wil) 
send material probably today. 

Indiana.—OK. 

Kentucky.—Definite. 

Missouri.—Attorney General Dalton is going along. Has matter before him 
now. 

Ohio.—Attorney general has not yet filed his brief. He has received several 
briefs and is studying them. Will probably file his own. He will call us back 
after checking. 

Oklahoma.—OK. 

Pennsylvania.—The matter is in the hands of the attorney general and decision 
has not yet been made. 

South Carolina.—OK. After talking with Nat, he contacted the commissioner's 
office. The attorney general has not been able to get to it. He has discussed 
the matter with McCloud and Nat advised by attorney general’s secretary that 
he wants to go along with it. He is out ill with the flu but Nat assures us 
that he feels pretty sure he will join. 

New Mezvico.—OK. Mr. Montgomery prepared the necessary papers for the 
attorney general’s signature and mailed them to him last night. The attorney 
general is on way back to Santa Fe from Los Angeles and Montgomery will 
contact him tomorrow and will advise us. He has no doubt he will join, 

Virginia.—OK? OK. 

Washington.—Definite. 

Massachusetts.—Conley will contact commissioner’s office and call us back. 

New Jersey.—No. 

FEBRUARY 7, 1957. 

Pennsylvania. —OK. Teamer telephoned the attorney general; advises that 
he has not been able to get at it, and will probably not be able to until next 
Wednesday. However, Teamer believes he will not do it. 


Seto & MONTGOMERY, 
ATTORNEYS AND COUNSELORS AT LAW, 
Santa Fe, N.Mez., February 8, 1957. 
Re Federal Trade Commission v. National Casualty Co. 


Mr. J. RAYMOND Berry, 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. Berry: Referring to your letter of January 18 under the above cap 
tion, we are pleased to enclose a signed copy of statement of the attorney general 
of the State of New Mexico which was filed in the case, and signed copy of his 
letter of transmittal to the clerk of the court, which is self-explanatory. 

Very truly yours, 
A. K. MONTGOMERY. 
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Frsevary 7, 1957. 
RL W. REUSS, 
eT the U.S. Court of Appeals, 
Federal Building, Cincinnati, Ohio. 

Dear Siz: I enclose herewith a statement which I would like to file on behalf 

of the State of New Mexico, joining with Hon. Thomas M. Kavanagh, attorney 

eral of the State of Michigan, as amicus curiae in the case of National 
Casualty Company, a corporation, petitioner, v. Federal Trade Commission, 
respondent, being No. 12944 on the docket of your court. 

I am sending a copy of this statement to Mr. Kavanagh and I am enclosing 
sufficient copies with the request that you please mail one of the same to counsel 
for the Federal Trade Commission. I am also sending a copy of my statement 
to John F. Langs, of counsel for petitioner. 

truly yours, 
avy _ FRED M. STANDLEY, 
Attorney General. 


In THE UNITED STATES CounrT or APPEALS FOR THE SIXTH CIRCUIT 
No. 12944 


National Casualty Company, a corporation, Petitioner v. Federal Trade 
Commission, respondent 


STATEMENT OF THE ATTORNEY GENERAL OF THE STATE OF NEW MEXICO 


I have read the brief of Thomas M. Kavanagh, attorney general of the State 
of Michigan, filed as amicus curiae in the above-entitled cause. I hereby en- 
dorse the principles of law contained therein as they relate to the jurisdictional 
issues set forth in the brief and hereby subscribe thereto, the same as if my 
signature were endorsed thereon. 

Frep M. STANDLEY, 
Attorney General for the State of New Mezico. 
Dated: February 4, 1957. 


CHICAGO OFFICE, FEBRUARY 8, 1957 


Mr. W. L. Martin reporting on the following States: 


Arkansas 
Understand there is to be introduced a bill which provides for penalties and fees 
if claims are not paid within 60 days after notice to the company. 


Illinois 


Senate bill 26—Occupational tax: Do not think this bill will get out of the 
committee. 
Indiana 

House bill 5—Withholding tax: There has been a hearing on bill, but nothing 
definite as yet as to its progress—which is doubtful. 

House bill 34—Fire marshal tax: This bill which would place a tax on domestic 
companies was killed in committee. 

House bill 213—This bill levies a tax of one-fourth of 1 percent on companies 
to create a liability insurance fund. There has been no hearing. The bill is 
being opposed. 

Senate bill 232—This extends time for the filing of annual statements. Has 
a good chance of being enacted. 


Towa 


A bill has been drawn, which yet has no number, which would extend the time 
for filing annual statements. Thinks the bill will pass. 
Kansas 

There is proposed legislation, not yet introduced, which would increase the 
fire marshal’s tax. 


There has been discussed, with the department and others, legislation which 
would extend the time for filing annual statements. 
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Also, a bill which would put a 1-year limitation on the bringing of litigation 
which would make provisions of the statute and the standard form fire po}j 
agree. The insurance department does not seem to be too enthusiastic about 
legislation. In fact, that will possibly oppose the 1-year limitation suit clause. 


Michigan 
Senate bill 1002: This bill prohibits the transaction of business in Michigay 


of companies under, or controlled by, alien governments, etc. This bill should be 
enacted. 


Minnesota 
No particuar legislation of interest as yet. 
Missouri 


House bill 71—Fair Trade Practices Act: Introduced and sponsored by the 
insurance department. Follows closely the all-industry draft. This bill shoulg 
be enacted. 

There is legislation drawn which will possibly be introduced next week which 
will amend the standard form fire policy. 


Nebraska 


Legislative bill 53: Extends time for filing annual statements. This bill should 
have favorable action. 

Legislative bill 82: This bill sets out certain requirements as to the taking 
of statements by adjusters, investigators, etc. Do not get disturbed about this 
legislation. Do not think it will pass. 

Have been advised the suggested retaliatory law submitted by the Association 


of Casualty & Surety Companies was received too late for introduction and 
passage at this session. 


North Dakota 


House bills 537 and 538—Relate to tax on corporations: We have submitted 
amendments to exclude insurance companies from these bills. Our local counsel 
does not think the amendments absolutely necessary, as other businesses are in 
the same situation as is the insurance business and they do not seem to be 
disturbed about these bills. 

House bill 577—Fair Trade Practices Act: This is the commissioner’s bill. It 
follows the all-industry pattern and should be enacted. 

House bill 608—This is a premium-tax bill. It is in committee and is supposed 
to be on ice. 

House bill 609—This bill would license adjusters: We oppose it. Understand 
it was killed yesterday (February 7). 

Senate bill 153: This bill restricts the underwriting privileges of companies 
writing hail insurance. Joseph Byrnes is of the opinion it cannot pass. We are 
opposing it. 

Ohio 
Nothing so far of particular interest to us. 
There has been legislation introduced by the small mutuals which would 


increase their underwriting powers. We have heard nothing on the progress 
of these bills. 


Oklahoma 


House bill 501: Insurance code: Hearings are being conducted on this code. 

House bill 619: Rating bureau: This bill has been redrafted the third time— 
so I was advised by Walter Hanson last night (Feb. 7). Have not seen the 
third draft; but am advised that it reduces the number on the board from five 
to three. 

Senate bill 77: A penalty bill as to the payment of attorney’s fees, etc. We 
think we can take care of this one. 


South Dakota 


Senate bill 139: This bill amends the present law where a company seeking 
admission must submit its last report of examination along with other required 
information. It is intended to apply only to companies when seeking admission 
and not upon the renewal of their license or certificate of authority. It was 
aimed at one company in particular which was seeking admission. This bill 
has passed both Houses and has been signed by the Governor. 
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House bill 715: This legislation would extend the time for filing annual state- 
ments. It has passed the house and has been reported favorably in the senate. 


Tennessee 
No legislation of particular interest. 


Wisoonsin a 
No legislation of particular interest has as yet been introduced. 


San FRANcIScO OFFICE—FEBRUARY 8, 1957 
Mr. W. F. Williams reports on the following States: 


Idaho 

House bill 183: Fair Trade Practices Act is being sponsored by the life people. 
Commissioner O’Connell has a Fair Trade Practices Act drafted which the life 
people and others do not like and which will be opposed. Mr. Weston, attorney 
for the life people, stated that he has talked to the senate committee and has 
assurance Commissioner O’Connell’s bill will not come out of that committee. He 
has no assurances that the bill he is sponsoring will receive favorable considera- 


Or. Thomas Terrell, a local insurance agent and member of the Idaho legisla- 
ture reports that there has been nothing significant as yet on the raising of 
additional revenues by increasing taxes. He thinks they will probably conclude 
that the additional revenue needed should be raised by a sales and use tax. 


Nevada 

I have been in Nevada. The agents will drop their requirements in the bill 
as to the appointment of an insurance commissioner which would require the 
Governor to select the commissioner from a list of names submitted by the 
agents. 

“The agents have also agreed on their proposed legislation on controlled busi- 
ness, that an agent may write as much as 50 percent of his business as con- 
trolled business. 

The agents are also proposing legislation on anticoercion. They had sub- 
mitted a draft which followed closely the California law. They are changing 
this and their new draft will follow closely the New York law. 

Senate bill 13: This relates to the licensing of out-of-State adjusters who live 
within 50 miles of the boundaries of Nevada and their home State. This bill 
is drafted for the particular reason of affecting two adjusters who live near 
Lake Tahoe. It does not disturb the present adjusters law which permits out- 
of-State adjusters to come into Nevada to adjust single losses or assist in losses 
arising under catastrophes. I have discussed this legislation with Harry Boyle 
of the general adjustment bureau in San Francisco and he says he can go along 
with that. 

Arizona 

Senate bill 68: Fire Marshal’s Act: Mr. Williams and I discussed this bill. 
I advised him that in section 1, section 41-651 had added language which would 
create an advisory board which we do not think good. 

I also told him we did not like paragraph 6 of section 1, section 41-652 as 
it could be interpreted as giving the fire marshal certain discretionary powers 
and also authority to make rules and regulations to where he could require the 
companies to file various reports. 

They have deleted from this bill an objectionable feature in senate bill 87 
which was the fire marshal’s bill, introduced in 1956—which was section 8. 
Section 8 required the companies to make various reports which we thought 
were unnecessary, etc. etc. 

House bill 19: Gross Income Tax: There has been no action on this legisla- 
tion. As presently drawn this bill exempts the income of insurance companies 
on which a premium tax is paid. It would tax their investment incomes at a 


rate of 1 percent. Mr. Jennings is attempting to get an amendment eliminating 
this feature. 


Montana 


The Insurance Advisory Council in Montana have retained Jack Luxan to 
assist them in their attempt to pass the recodification bill. This bill has passed 
the house 88 to 0. Commissioner Holmes is favorable to this legislation. The 
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insurance council have, in an effort to raise funds to assist in sponsoring 
legislation, written a letter to each company doing business in Montana agkj 
them to contribute $100 for that purpose. Mr. Luxan is very embarraggey 
over this situation. 

I advised Mr. Williams that we would certainly advise our companies, if 
asked, not to make such a contribution. 

House bill 178: Corporation gross income tax: There has been no action op 
this bill. 

House bill 176: Bill increasing the premium tax. There has been no action 
on this bill. 


Washington 


George Clarke reports that he is quite concerned about the number of at. 
torneys, many considered plaintiffs attorneys, who are now members of the 
Washington Legislature and some of which are members of the insurance 
committees. 

House bill 230: This bill would levy a surtax of 100 percent upon the premium 
tax now levied and collected in Washington. A hearing on this bill was hag 
yesterday (February 7). All 26 local companies were present. Five spokes. 
men were selected to speak against the bill from the companies personnel. Com. 
missioner Sullivan was also present and spoke against the bill. The Genera} 
Insurance Co. of America stated that this increase in tax would cost the Genera} 
$150,000 in the State of Washington and on a retaliatory basis it would cogt 
the company $1,300,000 in other States. 

This bill did not get out of the committee. It is being held by the committee 
for further consideration. The committee will confer further with the insur. 
ance department on this legislation before taking final action. 

House bill 79: Relates to attorney’s fees. This bill is out of the committee 
with a “do pass.” George Clarke thinks it is possible that the bill may be 
defeated on the floor. Apparently has no hopes of defeating it before the 
senate committee. 

House bill 333: This bill contains the several amendments to the insurance 
laws which is sponsored by Commissioner Sullivan. The bill has just been 
introduced. Mr. Clarke will have a letter on this legislation shortly. 


Utah 


Mr. Frank Fowles does not think we will have a premium tax bill introduced 
in Utah this year. There was much talk concerning this 2 or 3 weeks ago. This 
talk has since died down and interest in it seems to be lagging. 

House bill 16: Fire Marshal Act: Do not think this bill will pass. 

Senate bill 132: This legislation relates to the amount of premium taxes paid 
by the companies which will go to the firemen’s pension fund. It does not 
directly affect us. The proposed change in this law relates to the premium 
tax collected from fire insurance companies. 

Mr. Fowles knows our objections to this language and thinks it may be 
amended in conference to language more suitable to us. 

Oregon 

House bill 3: Relates to the payment of salaries of examiners by companies 
when examining companies’ records. This bill is sponsored by Commissioner 
Tavlor and has passed the house. 

House bill 5: Relates to the licensing of adjusters. This bill has passed both 
houses and is on the Governor’s desk. 

House bill 128: Sales tax bill. This bill has been killed in the committee. 
There is a possibility it may be revived. 


NATIONAL CASUALTY Co. ATTORNEYS GENERAL JOINING IN AMICUS BRIEF 


Fesruary 11, 1957. 
Tennessee.—OK. See letter from Robert L. Alexander to Griggs, February 9, 
1957. 
New Mevico.—Letter from A. K. Montgomery enclosing copy of signed state 
ment of the attorney general of New Mexico which was filed. 
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OFFICE MEMORANDUM 
FEBRUARY 1, 1957. 
To: J. Raymond Berry, general counsel. 
From: W. F. Williams. 
Subject: Michigan case—Oregon. 

After talking to you this morning I finally reached Bob Taylor in Eugene, 
Oreg. I was very disappointed to learn from him that his attorney general will 
not agree to joining as a party to the brief of the Michigan attorney general. 
Bob says the Oregon attorney general feels the case is certain to be appealed 
to the Supreme Court and that he thinks it is best to “save his punches until 
then.” I reminded Bob of the discussion at Miami Beach when there was some 
rebuttal to this point of view and the thought was raised by several that if 
gome one or several States did not join in the brief it might indicate to the 
Court that one or several States might not be interested or concerned in the 

ter. 
~~ has agreed to discuss the subject again with his attorney general when 
he returns to the capitol on Monday. If there is any possibility of a change 
he will let me know at once. 

Since Bob is president of the NAIC you may feel that this omission could be 
quite serious. It might be that you would wish to call him directly; the very 
fact of your doing this would emphasize to him its importance. It does occur 
to me, of course, that the uncertainty of Bob’s tenure in office may have a great 
deal to do with his reluctance to be too insistent in discussing the subject with 
his attorney general. 

Bill, 
W. F. WILiraMs. 


TURNER, Papcet & GRAHAM, 
ATTORNEYS AT Law, 
Columbia, 8.C., February 12, 1957. 
Re National Casualty v. F.T.C. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 
Deak Ray: The attorney general of South Carolina has signed the statement 
and forwarded the same to Carl W. Reuss at Cincinnati as requested. 
With very kind personal regards, 
Yours very truly, 
N.A. TURNER. 


FEBRUARY 13, 1957. 


Commissioner Navarre reports that the following States have either filed 
amicus briefs or signed the statement endorsing the Michigan brief: 


Colorado Nevada Washington 
Connecticut New Hampshire West Virginia 
Florida New Mexico Texas 

Georgia New York Wisconsin 
Idaho Kentucky Wyoming 
Maine Pennsylvania Illinois 
Arkansas Tennessee South Dakota 
Maryland Utah South Carolina 
Michigan Vermont Virginia 


Telegram from Brown today advises that attorney general has forwarded to 
clerk of court an instrument joining in the Michigan Attorney General brief. 


Griggs: 
Ohio—Understand one is going in. 
Oklohoma—Understand one is going in. 
Indiana—O.K. 
Iowa—O.K. 
Kansas—O.K. 
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FEBRUARY 13, 1957, 
OFFICE MEMORANDUM 


To: J. Raymond Berry, General Counsel. 
From: W. F. Williams. 
Subject: National Casualty case—Nevada participation 


A rather interesting and amusing sidelight has developed in connection with the 
question as to whether or not Nevada was to participate in the National Casualty 
case. You may recall that Paul Hammel had talked to his attorney general ang 
had been told that they were too busy and were not particularly interested any- 
way. Paul became sufficiently disturbed so that he went to his Governor and 
received permission to consult with outside counsel to determine whether or not 
it would be proper for some filing to be made in the name of the insurance 
commissioner. 

Accordingly, Paul called upon George Vargas to look into the matter. After 
some study of the law involved they determined that it would be possible for the 
insurance commissioner to make a filing, whether or not the attorney general took 
any action. George suggested however that it would be absolutely essential to let 
the attorney general know what was contemplated. Paul agreed to this so George 
went over tho the AG’s office. Neither the attorney general himself nor the 
deputy who customarily works with the department were in. Since neither could 
be reached by telephone, the one deputy who was in the office said he knew nothing 
about the subject but would be happy to look into the files. When this was done 
they discovered that on January 28 the attorney general had filed the suggested 
form furnished by the Michigan attorney general and mailed it. He notified 
neither his own deputy nor Paul Hammel. 

This means that Nevada should appear among those States joining in the 
Michigan brief. 

W. F. WILtraMs. 


Law OFFICES OF MCMILLEN, TEAGUE & CoaTEs, 
Little Rock, Ark., February 13, 1957, 
Mr. J. RayMonpD Berry, 
General Counsel, 
National Board of Fire Underwriters, 
New York, N.Y. 

Dear Ray: Herewith is copy of brief filed on behalf of the State of Arkansas 
in the case of National Casualty Company v. Federal Trade Commission, pend- 
ing in the U.S. Court of Appeals, Sixth Circuit. 

Your very truly, 
JAMES I. TEAGUE. 


(Copy to Messrs. L. A. Vincent and J. G. McKenzie) 


FEBRUARY 27, 1957. 
Re National Casualty Company v. Federal Trade Commission. 


Mr. JAMES I. TEAGUE, 
McMillen, Teague & Coates, 
Little Rock, Ark. 


Dear Ike: Thank you for sending us copy of the brief of the attorney general 
of Arkansas in the above matter. 
My congratulations to you and to the attorney general and to the insurance 
department. I think you are on the right side of that case. 
Yours very truly, 
J. RAYMOND Berry, General Counsel. 


FEBRUARY 18, 1957. 
To: Mr. J. Raymond Berry. 
From : Jack G. McKenzie. 
Subject: Chicago Office—Report on Legislation in Its Several States—February 
15, 1957. 


Mr. W. L. Martin makes the report on the following States: 
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linois 
vitaate bill 26, Occupational Tax Act: This bill will not move. 

Senate bills 40, 41, 42, 48. These bills relate to town mutual insurance com- 

nies. They propose to increase slightly their underwriting power. They have 
gone over these bills and do not think they justify our opposing them. : 

House bill 84: This bill would repeal the temporary licensing provisions for 
an insurance agent. We think it is a good bill, but do not think it will receive 


favorable action. 


Indiana 

House bill 5 and house bill 461: These bills relate to withholding tax. We 
are watching these bills and if there is indication either of them will move, we 
will amend them. Our primary concern is that the withholding tax does not 
relate to commissions paid the agents by the companies. 

House bill 34: This bill would have required the domestic insurance com- 
panies in Indiana to pay the fire marshal tax from which they are now exempt. 
The bill has been killed. 

House bill 213: This bill would levy a tax of one-fourth of 1 percent on fire 
premiums to create a fund for the purchasing of liability insurance for fire- 
men. It has now been amended by deleting the requirement of the one-fourth of 
1 percent. We now have no objection to the bill. 

House bill 457: This is a penalty bill for attorney’s fees. We do not think 
it will receive favorable consideration. 

House bill 485: This bill would create a small claims court within the insur- 
ance department. A similar bill has been introduced at two or three previous 
sessions of the legislature. We do not believe it will receive favorable consid- 
Tehaie bill 232: This bill would permit the extension of time for filing an 
annual statement. It has passed the senate. We believe it will receive favor- 
able consideration in the house. 


Towa 

There has been no action on the legislation in which we are interested in 
Iowa. 

The amendment we submitted to extend the time for filing annual state 
ments has not yet been introduced. 


Kansas 

House bill 166: This bill would increase the fire marshal tax from one-half 
of 1 percent to three-fourths of 1 percent. It applies to domestic companies as 
well as foreign. The domestic companies have not yet determined their position 
on this legislation. 

Senate bill 149: This bill would prohibit the licensing of companies owned 
by foreign or alien governments to do business in Kansas. It was introduced 
without the grandfather clause that we prefer. It will be amended to include 
such a clause. 

We are advised there will be introduced next week a bill relating to agents 
qualifications. We have seen the bill and are requesting certain amendments. 
We do not think the bill will pass. 

Legislation that we have submitted relating to the extension of time for 
filing annual statements, and the 1-year suit clause, should be introduced this 
next week. 


Michigan 
Senate bill 1002: This bill relates to the prohibition of licensing companies 
owned by foreign or alien governments. It does not contain the grandfather 
clause that we prefer. We are asking that such a clause be inserted in the bill. 
Senate bill 1083: This bill relates to the licensing of private detectives, etc. 
The language in the bill is now ambiguous. We have asked for an amendment 


which would, in our opinion, clearly exclude adjusters and special agents of 
the national board from this act. 


Minnesota 


House bill 738: This bill repeals old penalty sections relating to reciprocals. 


House bill 752: This bill corrects reference to section for the standard fire 
policy. It is all right. 
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Missouri 


There has been no change in the status of legislation in Missouri from last 
week. 


Nebraska 

Legislative bill 247: This relates to the filing of forms. We are advised that 
our amendment excluding ocean marine forms from the requirement of such 
filing is acceptable. 
North Dakota 

No change from the status of last week. 
Oklahoma 


There has been not particular change in legislation pending in Oklahoma. 
House bill 619, which relates to the creation of a board for the approval of 
rates, etc., is still undergoing change in draftsmanship. 


South Dakota 


We have seen a proposed agents qualification bill which will be introduced 


soon. We have asked for minor amendments. The bill otherwise seems to 
be all right. 


(This copy for general manager’s file) 


OFFICE MEMORANDUM 

FEBRUARY 19, 1957, 
To: J. Raymond Berry, general counsel. 
From: W. F. Williams. 

Subject: National Casualty case. 


This is a recap on the Far West States in connection with the National Casualty 
case. Yesterday I went to the Blue Goose meeting and managed to maneuver 
things so that I sat next to Harold Haas, deputy attorney general. In the course 
of our lunch time visiting he volunteered the information that our attorney 
general did file a brief in the National Casualty case. He has promised to send 
me a copy and it should arrive by the time this letter is transcribed so that I 
may forward it to you. 

It was made clear that this was not done at the request of, or even following, 
any consultation with the insurance commissioner. I confirmed yesterday 
through a friend in the insurance department that the commissioner hag just 
learned of the filing and is not very happy about it. 

Harold Haas tells me that their point about not wanting to enter into any 
eontroversy over jurisdiction as between Federal and State Governments is 
simply based on the fact that he believes the position taken in their brief is 
stronger. Essentially, their brief says that the action of the Federal Trade 
Commission is completely illegal, and that the question of conflicting juris- 
diction is merely incidental. 

With California and Nevada now apparently joined, my records show that 
Montana is the only State on which I have definite information that the attorney 
general did not file and Oregon probably did noc. 


W. F. WriruiaMms. 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF NATIONAL 
Boarp oF Fire UNDERWRITERS HELD IN THE Boarp Room, 85 JoHN STREET, 
New YorK, ON Fresruary 20, 1957, aT 11 a.m. 


Present: Messrs. H. Clay Johnson, chairman, Philip Brown, Paul E. Laymon, 
C. A. Loughlin, William MacLean, George Mead, Joseph G. Niederlitz, Olag 
Nordeng, F. Elmer Sammons, and Francis Van Orman; Hugh Garland (repre 
senting John R. Barry), Hugh Harbison (representing Millard Bartels), John 
Dillard (representing James F. Crafts), J. Deegan (representing F. H. Forkel), 
Peter Korsan (representing K. B. Hatch), E. S. Coons (representing Harry W. 
Miller), Russell Viering (representing John A. North), W. L. Nolen (represent- 
ing S. T. Shotwell) ; William Tribou, secretary, Aetna Insurance Group; also 
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General Counsel Berry, Assistant General Counsel McKenzie, and Ray Hughes 
ff. 

« ba of their inability to attend were at hand from Messrs. Frank F. Dor- 

sey, K. B. Hatch, A. E. Heacock, and Harry W. Miller. 


MISSISSIPPI—CONTROL OF COMMISSION PROVISION-—-RATING LAW 


The Mississippi State Rating Bureau was advised of the action of this com- 
mittee at its January meeting. It has entered an appearance and filed a brief 
through its counsel. The expense of this participation in the litigation will be 
porne by the rating organization. 


NEW YORK STATE DEPARTMENT—FIRE COMPANY QUARTERLY REPORTS 


Pursuant to instructions given at our January meeting, general counsel con- 
ferred with the New York department and learned that the same reasons which 
impelled the department to ask for quarterly statements from the casualty com- 
panies some years ago, were behind the request now made of fire companies. The 
Department felt its information should be current and authoritative. It was not 
disturbed but it was aware of unfavorable underwriting results and therefore 
felt impelled to ask for more current information. It also felt it could draw no 
real distinction between a fire and casualty company in view of the multiple 


line law. 
TREATMENT OF TAX CARRYBACK—ANNUAL STATEMENT 


Chairman J. G. Niederlitz of our tax committee and general counsel conferred 
with Deputy Superintendent Gould of the New York department and filed with 
him a memorandum supporting the treatment of this item as an asset. The 
deputy superintendent advised he would take the matter under consideration and 
expressed the hope that a decision could be reached in time to guide insurers in 
the preparation of their 1956 annual statements. However, no word has been 
received from the department. 


FEDERAL TRADE COMMISSION—STATUS REPORT OF LITIGATION 


The American Hostiptal and National Casualty cases have been argued. 
About 38 attorneys general filed amicus briefs or endorsed the brief filed by the 
Michigan attorney general in the National Casualty case. 


FEDERAL LEGISLATION 


$.B. 1168 (Fulbright, amending SEC Act: The staff of the SEC, after a 
supplementary study of insurance company proxy practices and financial reports 
to stockholders, has sent a report to the Senate committee with a letter of trans- 
mittal from the SEC Chairman that extension of the act to include insurance 
companies is consistent with the purposes of the original act. The new Senate 
bill (1168) does not exempt insurance companies. It was the sense of the 
meeting that general counsel should oppose this bill. 

H.R. 4426 amends and extends the Flood Disaster Act of 1956 to add earth- 
quake as a peril against which insurance will be furnished. General counsel 
was instructed to oppose this legislation. 

Investigation of misclassification in the field of automobile insurance: Private 
hearings are being held by a Senate subcommittee investigating the above 
subject. At least two insurance commissioners have appeared before the sub 
committee. Counsel for the subcommittee claims that certain national board 
companies are involved in the investigation. Public hearings were originally 
scheduled for February 14 but have been delayed while private hearings are 
continuing. 

STATE LEGISLATION 


Minnesota S8.B. 564: This bill would amend the standard policy law in Minne- 
sota, to permit incorporation by reference of the provisions of the fire contract 
where fire is one of the perils insured in combination with other perils. General 
counsel was instructed to oppose this legislation. 

New York H.B. 1706, would prohibit agreements by a stock insurer with any 
officer, director, or employee for payment of compensation beyond a 2-year 
period. General counsel was instructed to oppose. 
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New York H.B. 1336, would change the appraisal provisions of the New York 
standard fire policy so as to compel insurance companies to go to appraisal oy 
demand by the insured. General counsel was instructed to oppose. 

New York H.B. 1645 (surplus line statute), gives the superintendent of ingyp. 
ance power to set up an advisory board drawn from admitted insurers and gyp. 
plus line brokers. Before a surplus line broker could place insurance with a 
nonadmitted insurer he would first have to submit the line to the advisory boarg 
General counsel was instructed to support this legislation. ° 


RAYMOND W. KILBOURNE, 
ATTORNEY AT Law, 


Columbus, Ohio, February 21, 1957, 
Mr. J. RayMonpdD BERRY, 


General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 
Dear Sir: Enclosed find statement of the attorney general of the State of 
Ohio in the matter of National Casualty Company v. Federal Trade Commission, 
Also included find substitute H.B. 75 and explanation offered by the proponents, 
May I have your suggestions as to substitute H.B. 75. 
Yours very truly, 


R. W. Kiizourneg. 


JANUARY 21, 1957, 
Re Federal Trade Commission v. National Casualty Co. 


Mr. J. RAYMOND BERRY, 
National Board of Fire Underwriters, 
New York, N.Y. 

DeaR Mr. Berry: I received your letter of January 18, 1957, concerning the 
above reference. 

I have immediately contacted the new insurance commissioner for the State 
of Ohio, who is Arthur Vorys. The insurance commissioner’s office did not know 
of this action and immediately alerted the department. He further suggested 


that the complaint and any background material that you have be forwarded 
to him at once. 


I would also like any material on the subject in order that same may be dis- 
cussed if necessary with the department. 


I would address the enclosures to Mr. Arthur I. Vorys, Superintendent of 
Insurance, State of Ohio, State House Annex, Columbus 15, Ohio. 
Yours Very truly, 


R. W. Kmsourne, 


FEBRUARY 25, 1957. 
To: Mr. J. Raymond Berry, general counsel. 


From: Jack G. McKenzie. 
Subject: Report from Chicago office, Thursday, February 21, 1957. 


Mr. W. L. Martin makes a report concerning the following States: 
Illinois 


Senate bills 40, 41, 42, and 43, which propose to enlarge the underwriting 
powers of town mutuals, has been indefinitely postponed. 
No other particular action on legislation. 


Indiana 


Senate bill 232: This bill which extends the time for filing annual statements 
has passed the senate. 


Iowa 


House bill 9: This is an agents’ qualification bill and has passed the House. 
Legislation to extend the time for filing the annual statement is expected to 
be introduced next week. 


Kansas 
There has been no action on legislation. 
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Michigan ; 
The Michigan Legislature is moving slowly. There has been no action on 
Jegislation in which we are interested. ’ ; 
Senate bill 1083: This bill would license private investigators and adjusters 
der certain conditions. An amendment is being sought and we think will be 
received favorably which would exempt from the provisions of this bill adjusters 
and special agents of the national board. 


Minnesota § soy f ; 
There has been no action on legislation in which we are interested. 


Nebraska 
Legislative bill 53: This bill extends the time for filing annual statements and 
has passed the legislature. ts ; 
Legislative bill 88, sales and use tax: This bill was defeated in the committee. 
Jim Brown has advised us not to worry about legislation relating to income and 
sales tax, as he was of the opinion no tax legislation would receive favorable 
consideration. 


North Dakota 

House bill 725: This bill would require the bringing of a suit within 1 year. 
It was defeated on the floor of the house. 
Oklahoma 

House bill 619, as amended: This bill was voted out of committee. We have 
submitted further amendments which would give the board discretion as to 
whether or not hearings would be had on certain filings. 
South Dakota 


Senate bill 241: This is a reciprocal tax and fee bill. It is the one submitted 
by the Association of Casualty and Surety Companies in which we concurred. 
There has been no action on this bill. 





(Copy to: Messrs. E. M. Griggs, L. A. Vincent, and J. G. McKenzie) 


FEBRUARY 27, 1957. 

Re National Casualty Company v. Federal Trade Commission. 
Mr. V. M. ARMSTRONG, 
Armstrong, Gause, Hudson & Kightlinger, 
Indianapolis, Ind. 

Deak Mr. ARMSTRONG : Thank you for your letter of February 18 enclosing copy 
of brief of the Indiana attorney general in the above matter. 

My congratulations to you and to the State of Indiana. I think they are on 
the right side of this case. 

Yours very truly, 


J. RAYMOND Berry, General Counsel. 


Law OFFICES OF ARMSTRONG, GAUSE, HupsSON & KIGHTLINGER, 
Indianapolis, February 18, 1957. 
Re National Casualty Company v. Federal Trade Commission. 
Mr. J. RAyMonp Berry, 


General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. Berry: Supplementing my letter of February 14 in connection with 
the above matter. 


On Friday, February 15, the Attorney General received the printed briefs and 
filing has been made with the U.S. Court of Appeals, Sixth Circuit. A copy is 
enclosed herewith for your files. 


Trusting this is satisfactory, 
Yours sincerely, 


V. M. ARMSTRONG. 


47932—60—pt. 7——_14 
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Excerpt FRoM MINUTES OF EXECUTIVE COMMITTEE FOR FEBRUARY 28, 1957 


Special assessment for radio and television campaign.—Mr. Jervey questioned 
the fact that the basis of the special assessment includes automobile physica} 
damage; that while this was stated at the January 31 meeting of the executiye 
committee which voted approval of the special assessment, it was not pointed 
out that such a procedure is a departure from the regular base for advertising 
assessments. 

Memorandum was read by Mr. Ackerman bringing out that it was the eon. 
sensus of the committee on public relations that the campaign is intended to be 
broad enough to cover in addition to insurance to value (1) the local agent 
versus the direct writer and (2) emphasis on quality (capital stock) insurance 
and that the committee on finance had therefore resolved that automobile 
physical damage should stand part of the cost. 

Term rule.—The desirability of adopting a revised term rule, and reducing 
the maximum policy term from 5 to 3 years, was discussed. 

In view of the fact that the subject is now being considered by the Inter. 
regional Insurance Conference, it was unanimously voted that the following 
resolution be adopted and conveyed by hand to Interregional this afternoon: 

“Resolved, That the Interregional Insurance Conference be requested to give 
immediate consideration to adopting and recommending nationwide a revised 
term rule, containing a limitation of policy term to a maximum of 3 years, and 
(like the Canadian and New Hampshire rules) suitable discounts for terms of 
more than 1 year.” 


MakcH 7, 1957, 
To: Mr. J. Raymond Berry, general counsel. 


From: Jack G. McKenzie. 
Subject : Chicago office, report on legislation, March 1, 1957. 


Mr. W. L. Martin reports on the following States: 


Illinois 


House bill 173: This bill does not affect us as the State bnys no insurance on 
buildings. They have competitive bidding for insurance on schools. 

House bill 84: Repeals temporary agents license. Postponed for 2 weeks; pos- 
sibly dead. 


Indiana 


Senate bill 232: This relates to the extension of time for filing annual state 
ments. It is being given favorable consideration. No other action affecting 
us. 


Iowa 


House bill 9: Agents qualification law. This bill has passed the house. We 
think it is all right. 

House bill 248 (free insurance): This bill would prohibit the giving away 
of insurance and has been reported favorably by the committee. We have 
checked the bill and think it is OK. 


Kansas 


Senate bill 147: This bill provides that a verdict in civil cases may be ren- 
dered by 9 of the 12 jurors. We are opposing this legislation. It will prob- 
ably pass. 

Senate bill 149: This bill relates to companies owned by foreign or alien 
governments. This bill has been reported favorably. We are attempting to 
amend in the house to include the grandfather clause. 

Senate bill 298: This is a premium tax bill, increasing the tax rate from 2 
to 5 percent. It was introduced by an insurance agent and others. It is 
reported that it was done to stop the companies from opposing or seeking 
amendments to the agent’s qualification bill. Whether or not this is true we 
have not definitely determined. We are watching this bill. 

House bill 166: This is a bill which increases the fire marshal tax. It is now 
in the fees and salaries committee. We may be in trouble with this bill. The 
domestic companies have not taken too much interest. The mutual companies 
have just started working. 

House bill 137: This bill provides for the withholding of taxes on salaries, 
wages, commissions, etc., to nonresidents. We are offering an amendment to 
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section 2 of this bill, hoping it will exempt insurance companies from its ap- 
lication. ie ; 

. House bill 223: This bill provides for the company to pay the Federal old-age 
benefit taxes on wages to examiners who are examining the company. It has 
gone out of the committee. We need help and have called the life people advis- 


them. 
“ies bill 229 (agents qualification law) : We are trying to get amendments to 
this bill. We do not think the bill will be given favorable consideration. 
House bill 411: This provides the suit clause for 1 year. It was introduced by 
the committee. 7 
House bill 412: Provides for extension of time in the filing of annual state- 
ments. This was introduced by the committee. 


Michigan 

House bill 1083: This bill relates to private detectives. An amendment ex- 
cluding the adjusters and special agents from the application of this bill has 
been offered, we are advised, accepted. 


Minnesota 

Senate bill 564 and house bill 1027: These bills would amend the application of 
the standard form fire policy. It is our understanding that the bills will not be 
enacted. 
Missourt 

Senate bill 226: This amends the standard fire insurance policy. It is our bill. 
We have the approval of Superintendent Leggett. 


Nebraska 
No action on bills in which we are interested. 


North Dakota 
House bill 609: Relates to adjusters. This bill was killed in committee. 


Oklahoma 

House bill 501: This is the insurance code. It is out of the committee with 
a “do pass” recommendation. Most of our amendments were adopted. 

House bill 619: This relates to the rating board. This bill is out of com- 
mittee and on the calendar in the house. Mr. Hanson can secure our amend- 
ments in senate as to hearings on filing of lower rates (sec. 3). 


South Dakota 

House bill 715: Extension of time for filing annual statements. This bill 
passed and has been approved by the Governor. 

House bills 885 and 886: These bills concern direct action against insurers 
(auto). Believed to be dead. 

House bill 964 (income tax) : We do not think this bill will receive favorable 
consideration. We have amendment to exempt insurance companies who pay 
premium tax. 

House bill 1051: This bill allocates some of the proceeds of premium tax to 
fire department. It has passed house. Does not affect us. 


Wisconsin 
House bill 187: Relates to the standard form fire policy. This bill was intro- 


duced by the town mutuals. The domestic mutuals and the department are 
opposing this bill. We think it is dead. 


OFFICE MEMORANDUM 
MARCH 14, 1957. 
To: Mr. J. Raymond Berry. 
From: Jack G. McKenzie. 
Subject: Report on legislation. Chicago Office, March 8, 1957. 
Mr. W. L. Martin reports on the following States: 
Illinois 


Senate bill 191. Under the present law the director of insurance has the 
power to suspend and revoke licenses under certain conditions. This bill would 
add to those powers the right to assess fines up to $500. 
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House bill 399. This is an adjusters licensing bill. As presently drawn it will 
be opposed by the industry. 

No other bills moving. 

Indiana 

The Indiana Legislature is scheduled to adjourn March 11. 

Senate bill 232, which relates to the extension of time for filing annual state 
ments, has passed the house and is back to the senate for concurrence jp 
amendments. 

House bill 461. This bill relates to income tax. We are particularly inter. 
ested in the withholding provision. We could not obtain amendments to exclude 
commissions paid to agents. Our local counsel, Mr. Armstrong, states that the 
attorney general told him that this bill was not intended to, and did not apply 
to, agents commissions, 

No other Indiana bills moving. 


Iowa 


House bill 9. Agents qualification law. This bill has passed the senate with 
amendments. Will go back to the house for conference. Will probably pags, 
It is a weak bill—not objectionable to us. 


Kansas 


The Kansas Legislature is now scheduled to adjourn about April 1. 

Senate bill 298. This is the premimum tax bill which increases the rate of 
tax from 2 percent to 5 percent. This bill is still in committee. As far ag ] 
know, there is no activity regarding it. 

House bill 166. This is a fire marshal’s tax bill. It has been amended in the 
house to make the rate of tax six-tenths of 1 percent instead of the proposed 
three-fourths of 1 percent. It is our information the bill will pass the house and 
will probably pass the senate, unless we get more help. Local companies are not 
assisting us on this legislation—they are afraid of the premium tax. 

Michigan 

Senate bill 1002. This bill relates to insurance companies owned by foreign 
or alien governments. This bill was supposed to come out of committee yesterday 
with our amendment in the grandfather clause with a “do pass” recommendation, 

Senate bill 1083. This bill relates to private detectives, adjusters, and inves- 
tigators. It is being opposed by the casualty companies. If it moves we will 
have our amendments, which exclude adjusters and investigators such as special 
agents for the national board. 


Minnesota 

Senate bill 1022. This is a new bill. It amends the section pertaining to 
capital requirements of companies, stated lines of insurance—adds risk under 
homeowners multiple-peril policies. Have written general counsel concerning 
this bill. 
Missouri 

Senate bill 226. This bill amends the standard form fire policy. Will be heard 
in committee on Tuesday, March 12. 
Nebraska 

No particular action. 


North Dakota 

Legislature should adjourn on March 8. No adverse legislation enacted. 

House bill 725, a bill which would have provided for the 1-year-suit clause, 
failed to pass. 

House bill 577. Unfair Trade Practices Act. The all-industry type bill spon- 
sored by the department—passed both houses. 


Oklahoma 
Nothing new. 
South Dakota 


Senate bill 241. Retaliatory (reciprocal) law. Killed in the house. Opposed 
by the commissioner and others. 

Senate bill 304. Provides for reinsurance in solvent companies. Passed senate 
March 4. 
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Senate bill 309. Provides for the recodification of the insurance laws. Passed 
senate March 4. 


nessee 
a Tennessee Legislature is scheduled to adjourn March 22. : 

House bill 642 relates to the definition of the practice of law. Do not think this 
pill affects us. It will be opposed by the Tennessee bar. 

House bill 645 defines “practice of law.” Our local counsel in Tennessee says 
this bill does not have a chance—that it will possibly be opposed by the Ten- 
nessee bar. 

Wisconsin , 

Senate bill 264. This bill makes technical amendments in the standard form 
fire policy. Have received copy of letter from Leonard Peterson. Will advise 
him of our position in this matter. 





OFFICE MEMORANDUM 
MaArcH 18, 1957. 
To: Mr. J. Raymond Berry, general counsel 
From: Jack G. McKenzie. 
Subject : Report, Chicago office, March 15, 1957. 


Mr. W. L. Martin makes report concerning the following States: 


Illinois 

Senate bills 40, 41, 42, and 43, relating to town mutual insurance companies. 
This bill would increase the underwriting powers. It has been indefinitely 

ned. 

Senate bill 191. This bill would give the commissioner authority to assess 
fines up to $500, instead of revoking or suspending a license. The bill has not 
moved. 

Senate bill 192. This bill would compel the director to act on applications for 
admission of companies to do business in the State. It provides for the filing of 
notice, etc., etc. We think it is a good bill. 

Senate bill 193. This bill would put appeals from the action of the commis- 
sioner under the Administrative Review Act. We do not like this legislation and 
will oppose it. 

House bill 84. This bill would repeal the temporary licensing of agents. 
Hearing on this bill has been postponed three times. It is apparently dead. 

House bills 281 and 282. This is a valued policy law. This bill is set for 
hearing on Tuesday, March 19. We will be present to oppose it. 

House bill 339. This is an adjusters licensing law. We do not think it a good 
bill and will oppose. 

House bill 358. This bill requires annual examination of companies writing 
automobile insurance. It is set for hearing on Tuesday, March 19. We will 
oppose it. 

Indiana 

The Indiana Legislature adjourned as of March 11 with a stopped clock. 

Actually, adjournment was March 14. 


Senate bill 232, provides for the extension of time in filing annual statements. 
This bill has been approved by the Governor. 


Iowa 


House bill 472. This bill transfers the work of the fire prevention office to 
the State fire marshal’s office. It does not affect us as presently drawn. We 
will watch for appropriations. 


Kansas 


Senate bill 149: Relates to insurance companies owned by foreign or alien 
governments. We have been attempting to amend this bill to include the grand- 
fathers clause. Upon checking we have determined that the Urbaine Fire Insur- 
ance Co. and the Unity Fire & General Insurance Co. are not admitted in 
Kansas. The bill will apparently pass as presently drawn, without amendment, 

Senate bill 266: This bill which provides for credit for taxes on home office or 
principal office building is now out of committee. 
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Senate bill 298: This bill relates to the premium tax. It would increage the 
rate from 2 percent to 5 percent. We do not think the bill will move. 

House bill 137: Withholding tax on income on nonresidents. This bil] wag 
killed. 

House bill 166: This bill relates to the fire marshal’s department. As intro. 
duced it would increase the tax from one-half of 1 percent to three-fourths of 
1 percent. It has been amended to increase the tax from one-half of 1 percent 
to six-tenths of 1 percent. The effective date under the bill is January 1, 1958. It 
has passed the House, as amended. 

House bill 233: This bill would require the companies to pay the Federa] old 
age benefit tax on wages to examiners of the insurance department. This pjy 
has passed the House and is in the Senate insurance committee. This bill wi}, 
be opposed at the hearing to be held by this committee. 

House bill 229: This is the agents qualification bill. It is in the House com. 
mittee where it will be amended. Wedo not think it will pass. 

House bill 230: This is the department’s bill on fraudulent advertising in the 
State. It has passed the House. We have taken no position on the bill. 

House bill 411: This is our bill. It requires a 1-year suit clause. It is out of 
the committee with the recommendation “do pass.” 

House bill 412: This is our bill. It would extend the time for filing annyg) 
statements. It is out of the committee with a “do pass” recommendation. 

House bill 439: This bill provides for attorney’s fees. The present law applies 
only to accident and health insurance. This bill would make it apply to alj 
insurance contracts. It is out of the committee with a “do pass” recommendation, 
We are advised that it will be killed in the Senate. 


Michigan 

Senate bill 1002: This bill relates to companies owned or controlled, or partially 
so, by foreign or alien governments. It has passed the Senate. 

Senate bill 1230: This bill relates to the premium tax. It would increase the 
rate on casualty companies from 2 to 4 percent; and on fire companies from 8 to 


5 percent. It has been recently introduced ; we are checking for sponsor and other 
information. 


Minnesota 


Senate bill 564 and House bill 1027: These bills relate to the use of the 
standard form fire policy, or the application of its provisions by reference. 
Attention is being given to these bills by the general counsel. 

Nothing else of importance in Minnesota. 


Missouri 


House bill 71: Relates to the Unfair Trade Practices Act. It was introduced 
by the department and was reported out favorably by the committee. 

House bill 413: This is an adjuster licensing bill. It exempts agents, company 
adjusters, and bureau adjusters. 

Senate bill 266: This is our bill; it amends the standard form fire policy. 
It was heard in committe on Tuesday, March 12. Due to improper drafting the 
bill is being held in the committee for amendments. These amendments are 
agreeable to us. It is our information the bill will be heard again on Tuesday, 


March 19 and will receive favorable report from the committee in its amended 
form. 


Nebraska 
No action. 


North Dakota 
Adjourned March 10. 


Oklahoma 


House bill 501: This is the insurance code. It has been amended to include 
House bill 619—the bill creating the rating board, etc. It has been reported 
out of the house committee. It is our information this bill would be further 
amended. 

House bill 619: This bill would create the rating board, etc. It has passed 
the House and is now in the Senate committee. 


South Dakota 
Adjourned March 9. 
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Tennessee 
House bills 642 and 645, relating to the practice of law: We are informed 


these bills will be killed. 
House bills 873 and 874: These bills relate to the practice of law and are 
subtitutes, or amendments, for house bills 642 and 645. As amended, these bills 


t affect us. 
ome Tennessee Legislature expects to adjourn March 27. 


Wisconsin 
There is no activity in Wisconsin. 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
Boarp oF F1RE UNDERWRITERS, HELD IN THE Board Room, 85 JOHN STREET, NEW 
York, Marcu 20, 1957, aT 11 a.M. 


Present: Messrs. H. Clay Johnson, chairman, Philip Brown, Frank F. Dorsey, 
A. B. Heacock, C. A. Loughin, William MacLean, Joseph G. Niederlitz, Olaf 
Nordent, A. L. Ross, F. Elmer Sammons, Frank Van Orman; Hugh Garland 
(representing John R. Barry), Peter Korsan (representing K. B. Hatch), C. L. 
Mueller (representing Paul E. Laymon), Donald E. Reutershan (representing 
G. D. Mead), Russell Viering (representing John A. North), E. S. Coons (repre- 
senting Harry W. Miller) ; as well as Richard Winslow, general counsel, Boston 
Insurance Co., General Counsel Berry, Assistant General Counsel McKenzie and 
Ray E. Hughes of the staff. General Manager Vincent was present during con- 
sideration of the budget. 

Advices of their inability to attend were at hand from Messrs. Hatch, Mead, 
and Miller, as well as Mr. Nolen (proxy for Mr. Shotwell). 


FEDERAL MATTERS 


Federal Trade Commission and accident and health advertising—Neither the 
National Casualty case nor the American Hospital case (both of which were 
recently argued at the circuit court level) has been decided. 

Securities Exchange Commission Legislation, Senate bill 1168—This bill 
would subject insurance companies to the financial reporting and proxy prac- 
tices regulation of the Security Exchange Commission. General counsel has 
been instructed to oppose. To that end questionnaire has been sent to com- 
panies and at this time replies have been received from three-fourths of those 
affected. These replies are now being studied. It was suggested that com- 
pany managements might consider voluntarily changing their practices to con- 
form with major SEC requirements. This will be further discussed at the next 
meeting. Hearing on this bill probably will not be held until late in April. 

Investigation of misclassification in the field of automobile insurance.—These 
hearings to date have developed strong criticism of the National Association of 
Insurance Commissioners and of finance company controlled insurers. While 
a few other companies have been mentioned it seems to be conceded these other 
companies were not deliberately misclassifying. No date has been set for 
resumption of hearings. 

STATE MATTERS 


Thirteen State legislatures have adjourned (Arizona, Arkansas, Georgia, 
Idaho, Indiana, Montana, New Mexico, North Dakota, South Dakota, Utah, 
Washington, West Virginia, and Wyoming) and no inimical legislation affecting 
property insurers has been passed in these States. 

MARCH 25, 1957. 
Hon. WiiitaM A. SULLIVAN, 
Commissioner of Insurance, 
Olympia, Wash. 

Deak COMMISSIONER SULLIVAN: The stock and mutual companies named on 
the attached list have formed this rating bureau and intend to have it function 
in all States so as to make available to the citizens thereof the capacity of 
the property insurance companies to provide coverage on property used in the 
atomic energy field. 
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As you know, these companies, by the formation of the Nuclear Energy Prop. 
erty Insurance Association and the Mutual Atomic Energy Reinsurance Pool, 
have made available about $60 million capacity for such risks. 

You can readily understand why it will be necessary for this bureau to func. 
tion on a national basis in order to carry the program of the Federal Govern. 
ment and private industry to full fruition. 

Attached is a copy of the bureau’s constitution and bylaws. We direct your 
particular attention to article II, paragraph numbered 1. 

We would very much appreciate your suggestions as to how to proceed ip 
Washington. 

Yours very truly. 


JOSEPH G. Bir. 
Check for $25 also enclosed. 





EXcerRPT FRoM MINUTES OF ACTUARIAL BUREAU COMMITTEE (REPORT) EXECUTIVE 
COMMITTEE FOR MARCH 28, 1957 


CLASSIFICATION OF COMMERCIAL PROPERTY COVERAGE AND THE OFFICE CONTENTS FORM 


In accordance with action taken by the executive committee on January 31 
1957, three new major peril codes were established for the reporting of premiums 
and losses under the commercial property coverage. 

Your committee gave consideration to additional requirements which the ip- 
surance department of Rhode Island made in correspondence to the New Eng- 
land Fire Insurance Rating Association and recommends that the Rhode Island 
department be asked to address the national board and if the Rhode Island 
department requests additional data, that advice be sent that the national 
board is prepared to supply Rhode Island with the same breakdown of CPC and 
Office contents data as is supplied to other States. 


STATISTICS ON THE COMPREHENSIVE DWELLING POLICY 


Difficulties incident to the present method of coding comprehensive dwelling 
policy dailies were reviewed and your committee recommends that the stamping 
offices and audit bureaus be asked to show on all CDP dailies the separation of 
premiums as among fire, extended coverage, and all other. 


INDUSTRIAL PROPERTY POLICY STATISTICS 


Your committee reviewed a proposed statistical plan for industrial property 
statistics supplied by the interbureau insurance advisory group and recom- 
mends that the attention of interbureau be called to the importance of maintain- 
ing existing statistical series and also expressing the view that it would be 
desirable for the industrial property policy statistical plan to call for no further 
separation than is now required for fire and allied lines. 


SPECIAL DATA FOR INTERREGIONAL INSURANCE CONFERENCE 


As an item of information, it is reported that the actuarial bureau is assist- 
ing the Interregional Insurance Conference in connection with tabulations of 
page 14 data being made by that office. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, N.Y., March 28, 1957. 
Re U.S. Congress, S. 1168. 
To Members of the Committee on Laws: 


At the March 20 meeting of the committee on laws member companies were 
asked to give consideration to the possibility of voluntarily complying with the 
proxy and financial reporting requirements of the Securities and Exchange 
Commission as a possible means of avoiding the extension of the Securities Ex- 
change Act to stock insurance companies, as proposed in the above bill. 

To assist companies in their appraisal of this matter, we list below the SEC 
criticisms of current practices of some insurance companies. This list is based 
on the supplementary report of the Securities and Exchange Commission to the 
Senate Committee on Banking and Currency on S. 2054 (84th Cong.) under date 
of February 11, 1957. 
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I. PROXY-SOLICITING MATERIAL FOR THE ELECTION OF DIRECTORS 


A. Did not furnish annual report on or before date of proxy solicitation. 

B. Did not furnish annual report until after date of annual meeting. 

0. Did not furnish proxy statement or its equivalent. 

D. Did not identify nominees. L 

B. Did not state principal occupation of directors and nominees. 

F. Did not include security holdings of directors and nominees. 

@. Did not state direct remuneration paid to each director and each of the 
three highest paid officers whose aggregate remuneration exceeded $30,000. 

H. Did not state aggregate direct remuneration to all officers and directors as 


a Did not furnish names of officers and directors in any material sent to 


stockholders. 


Il. PROXY-SOLICITING MATERIAL RELATING TO PROPOSALS TO BE VOTED ON BY 
? STOCKHOLDERS 


A. Did not provide ballot affording stockholders an opportunity to specify a 
choice between approval and disapproval of the following types of proposal: 
(i) Bonus, profit-sharing, and other remuneration plans. 
(ii) Pension and retirement plans. | 
(iii) Options, warrants, or rights to purchase securities. 
(iv) Authorization or issuance of securities otherwise than for exchange. 
(v) Modification or exchange of securities. 12 
(vi) Mergers, consolidations, acquisitions, and similar matters. : 
B. In connection with some of the above proposals companies did not furnish 
the following information with respect to— 
(ii) Pension and retirement plans: wai 
(a) Did not state number and class of participants. : 
(b) Did not give basis for determining individual benefits. 
(c) Did not give cost of plan. 
(d) Did not give participation of highest paid persons. 
(e) Did not describe provisions of existing plans. 
(iii) Options, warrants or rights: 
(a) Did not describe securities and terms thereof. 
(b) Did not state amount of rights received by management and each 
person receiving 5 percent or more of rights. 
(c) Did not describe provisions of existing plans. 
(iv) Authorization or issuance of securities otherwise than for exchange: 
(a) Did not give title and amount of securities. 
(b) Did not describe securities. 
(c) Did not describe proposed transaction. 
(d@) Did not furnish information regarding securities not offered to 
the public. 
(e) Did not furnish financial statements either in annual report or 
otherwise. 
(v) Modification or exchange of securities: 
(a) Did not give title and amount of securities. 
(b) Did not describe nature of modification or terms of exchange. 
(c) Did not state reasons for and offer of modification and exchange. 
(d@) Did not state effect on dividend arrearages or principal or in- 
terest defaults. 
(e) Did not furnish financial statement either in annual report or 
otherwise. 
(vi) Mergers, consolidations, acquisitions, and similar matters: 
(a) Did not describe material features of the plan and effect thereof. 
(b) Did not describe business and assets of company being merged. 
(c) Did not state effect of plan on holders of securities. 
(d) Did not furnish financial statements. 

Please come prepared, at the April 17 meeting, to state how far your company 
would be willing to go in meeting, through voluntary compliance, the above criti- 
cisms of the Securities and Exchange Commission. 

Yours very truly, 


J. RAYMOND BeERry, 
General Counsel. 
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OFFICE MEMORANDUM 

MARCH £ 

To: Mr. J. Raymond Berry, General Counsel. 20, 1967. 
From : Jack G. McKenzie. 

Subject : Chicago office. Report on legislation. March 22, 1957. 

Mr. W. L. Martin reports on the following States: 

Illinois 

Senate bills 40, 41, 42, and 43: These bills relate to the underwriting powers 
of town mutuals. They would increase the underwriting powers slightly. The 
are set for hearing on March 26 and April 3. The Illinois agents are opposing 
these bills. Mr. Griggs says these bills do not affect us. 

Senate bill 192: This bill requires a notice for application from an insurer 
for admission to do business in Illinois. The bill will probably die. 

Senate bill 198: This bill provides for review of the commissioners actions 
under administrative revenue act. This bill would lead to confusion as statutes 
relating to insurance, in some cases, set out specific review procedure. The bill 
will probably die. 

House bill 84: This bill would repeal provisions for temporary licenses for 
agents. Hearing postponed to April 10. It will not likely pass. 

House bills 281 and 282: These are valued policy law bills. They are get 
for hearing on April 3. We are opposing them. These bills are in at each 
session. We are not too worried. 

House bill 339: This is an adjusters license bill. Has not been set for hearing. 
If it moves we will seek amendments. 

House bill 358 requires companies writing automobile insurance to be exam- 
ined annually. This Bill is set for hearing on April 3. The sponsors of this 
bill have kept the bill from coming up at previous hearings. The department 
does not like this bill, as it creates too much work. We are not too worried. 


Indiana 


Indiana adjourned on March 14. Bills passed and approved in Indiana take 
effect when published. 


Towa 
Nothing new. 
Kansas 


Senate bill 149 prohibits licensing of companies owned or controlled by foreign 
or alien governments. This bill has passed senate and is on general order in 
the house. 

Senate bill 266: This bill relates to credit on premium tax for real estate taxes 
paid on home office buildings. This bill has been killed. 

Senate bill 298: This bill would increase the premium tax from 2 to 5 percent. 
It was killed in the senate March 21. 

Senate bill 368: This bill requires any firm, copartnership, association, or cor- 
poration which holds a direct agency appointment from an insurance company 
to secure a certificate of authority, ete. This bill has been killed. 

House bill 73: Fire department tax bill. Fire districts. Amends method 
of allocation of tax; does not change rate of tax. Passed house; on general 
order in the senate. 

House bill 166: This is a fire marshal tax bill. Originally it increased the rate 
of tax from one-half to three-fourths of 1 percent. It was amended in the house 
fixing the rate of tax at six-tenths of 1 percent, and passed as amended. It went 
to the senate where it was further amended, increasing the rate of tax from six- 
tenths to three-fourths of 1 percent. It will now go to conference. 

House bill 223: This bill would require the companies to pay the old age 
security benefit tax on wages or per diem to examiners. This bill is likely to 
pass. Opposition has been weakened due to the threat of an increase of the per 
diem of the examiners. 

House bill 229: Agents qualification law. This bill was killed on March 21. 

House bill 230: This bill relates to fraudulent advertising: particularly affects 
mail order companies. Passed the house; in senate committee. 

House bill 254: This is a companion bill to S. 266 relating to credit for real 
estate taxes paid on home office buildings. It has been killed. 

House bill 360: This bill would permit cities to levy a payroll tax—provides 
for withholding. It has been killed. 
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House bill 412: This bill relates to the extension of time for filing annual 
statements. It is on third reading in the house. We think it will move favor- 
on pill 489: This bill provides for the payment of attorneys fees by the 
companies under certain conditions. It is on third reading in the house. 


Michigan 
Nothing new. 


Missouri 
Senate bill 226: This bill amends the standard form fire policy. It is our bill. 
It has been reported favorably and should pass. 


Nebraska 
LB 82: This bill relates to statements that must be obtained by adjusters. 
We were opposed to this bill. It has been withdrawn by sponsor. 


Ohio 
House bill 461: This bill provides that companies must authorize the repair of 
damage to automobiles within 10 days after obtaining estimate. This bill is 


being opposed. 
sate bill 526 relates to reciprocals. We are not interested. 


Oklahoma 
Nothing new. 


Tennessee 
Nothing new. Expect to adjourn March 22. 


Wisconsin 

Senate bill 264: This bill amends the standard fire policy. The bill has been 
amended at our suggestion. 

Senate bill 205: This bill relates to firemen’s training, etc. We are watching 
it for appropriations. 

House bill 187: This bill would prohibit or fix the amount of other insurance 
that may be written ona risk. It has been killed. 

House bill 193: This bill has to do with condemnation of property. It could 
be construed to make total loss under valued policy. We are opposing it and 
seeking amendments. It is set for hearing on March 27. 

House bill 297 (same as S. 205) relating to firemen’s training and education: 
The bill is not moving, but is being watched. 

House bill 431: This bill repeals reports adjusters are to make to fire depart- 
ments. This bill has not moved. The State firemen may oppose it. The insur- 
ance department and local companies favor it. 


(Copy for Jack G. McKenzie) 


OFFICE MEMORANDUM 
Marcu 29, 1957. 
To: Clay Johnson, chairman. 
From: General Counsel Berry. 
Subject: Subcommittee on Study of Standard Policy. 


As to size of committee I suggest not fewer than five, not more than seven. 

The old Bartels’ committee, which was called the subcommittee on standard 
fire policy was composed of Bartels (Travelers), Allen (Aetna), Bowersock 
(Boston), Hooker (Automobile), Johnson (Royal-Liverpool), Loughin (Home), 
Hullett (Hartford). Bowersock and Hooker are gone. You may want to con- 
sider using this committee (it was never discharged) and fill in the gaps. If 
you decide to reactivate this committee I suggest you talk to Bart as I think 
he was anxious to get discharged at the time of last report. 

The members of the Bartels’ committee seem to represent a fair cross section 
of the different philosophies, so whether you reactivate the committee or not— 
I would try for the same lineup. For a fill in, I suggest the St. Paul— 

1. Because they must be reckoned with; Minnesota will be a battleground 
on this next session ; 

2. I think they are in the underwriters’ grain pool, which, according to 
Commissioner Sheehan, has been incorporating fire conditions by reference 
for some time. 

J. RAYMOND BERRY. 
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NUCLEAR INSURANCE RATING BurREau, 
New York, N.Y., April 2, 1957. 
Mr. J. RAYMOND Berry, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: The States in which we may have difficulty in entering this 
bureau because of the provisions of their laws are: 

Arizona, District of Columbia, Idaho, Mississippi, North Carolina, Texas 
Virginia, and Washington. ; 

As you know, the Arizona law requires that each rating bureau making rates 
for fire insurance shall keep and maintain a service office in the State; the 
District of Columbia provides for a District rating bureau for rating fire risks: 
Idaho, rating organizations making fire rates are required to be domiciled in 
the State (we already have a license here); Mississippi calls for a resident 
State rating bureau (you will find the attached letter interesting) ; Texas (see g 
copy of letter, also attached) ; Virginia, you will recall the change that had to be 
made for the railroad insurance rating bureau; Washington, where the statute 
would not permit of out-of-State fire insurance rating organizations. 

I realize, of course, that there is no simple way to solve these situations 
but perhaps the easiest course would be to seek exceptions for rating bureaus 
which make rates for nuclear facilities. 

Yours very truly, 


JOSEPH G. BI, 





INSURANCE DEPARTMENT, STATE OF MISSISSIPPI, 
Jackson, March 22, 1957. 
NUCLEAR INSURANCE RATING BUREAU, 
New York, N.Y. 
(Attention Mr. Joseph G. Bill). 


GENTLEMEN: This will acknowledge various filings and data supplied in con- 
nection with the formation of Nuclear Insurance Rating Bureau and related 
matters. Inasmuch as the State of Mississippi has no use at the present time 
for such facility, we are respectfully suggesting that we not be requested to 
make comments and offer suggestions in this connection. At such time as there 
is need for this facility in Mississippi, we will give consideration to necessary 
applications and procedures. . 

Yours very truly, 


WALTER DELL Davis, 
Commissioner of Insurance. 





STATE OF TEXAS BOARD OF INSURANCE COMMISSIONERS, 
Austin, March 28, 1957. 
Mr. JosepH G. BILL, 
Nuclear Insurance Rating Bureau, 
New York, N.Y. 

Dear Mr. Bit: We acknowledge receipt of your letter of March 4 and re- 
spectfully request that you advise us of the specific statute under which you 
seek admittance to this State. From the information you have given us, we 
have been unable to determine whether there is statutory authority under which 
Nuclear Insurance Rating Bureau can be licensed. 

Thanking you for this additional information, and with kindest regards, 
we are, 

Very truly yours, 
JOHN Osorio, Chairman, Board of Insurance Commissioners. 
By Paut D. Connor, Legal Counsel. 


OFFICE MEMORANDUM 
Apri 4, 1957. 
To: Mr. J. Raymond Berry, general counsel. 
From: Jack G. McKenzie. 
Subject: Chicago office, report on legislation, March 29, 1957. 


Bill Martin reports on the following States: 
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inois ; 
MN ilkg of interest for us. Hearings that had been set were continued to a 


future date. 


Iowa ; i j : 
Senate bill 442: This bill would permit the commissioner to give an extension 
of time in the filing of annual statements. Introduced this week as a committee 


iene pill9: Thisis the agents qualifications law. Approved by the Governor. 


Kansas ; ‘ 

Senate bill 149: This bill relates to foreign or alien companies owned by 
foreign or ailen governments. Has passed the senate and is on third reading 
: se. 
om Dill 73: This is the fire district tax for fire departments. It is on gen- 

in the senate. 
ei 166: This is the bill increasing the fire marshal tax from one-half 
to three-fourths of 1 percent. This bill passed the senate after it was amended 
increasing the tax to three-fourths of 1 percent. It will go to a conference com- 
mittee. This bill passed the house after being amended, reducing the rate from 
three-fourths to six-tenths of 1 percent. Local counsel advises house conferees 
will not agree to the tax of three-fourths of 1 percent. 

House bill 229: Agents qualification law. This legislation was killed. 

House bill 230: Fraudulent advertising. Relates particularly to mail-order 
business. ‘This bill has been killed. 

House bill 412: This bill permits the commissioner to extend the time for 
filing annual statements. It has passed the house and is on general order in 
the senate. 

House bill 439: This bill provides for attorneys’ fees where claims are not 
paid promptly. Suit has been filed and plaintiff prevails. This bill has been 
amended in the senate which makes it less objectionable, but we are still oppos- 
ing it. The amendment is, “If it appears from the evidence that the company 
or exchange has refused without just cause or excuse to pay the full amount 
of such loss.” The bill passed the senate as amended and will go back to the 
house for concurrence. 


Michigan 

No particular action. 
Minnesota 

No particular action. 
Missouri 

No particular action. 
Nebraska 


LB 413. This bill provides for an examination fee for agents of $5, to be 
paid by the agent. 


Ohio 
No actions of interest. 
Oklahoma 


House bill 896. This bill provides for a penalty for vexatious delay in settling 
of claims. We will oppose this bill. 


Tennessee 
Adjourned March 22. 
Wisconsin 


House bill 193. This bill provides for condemnation of property where it 
has been damaged 50 percent or more. The bill will be amended to remove 
objectionable features as it affects the valued policy law. 
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THE NATIONAL Boarp OF FIRE UNDERWRITERS, 

New York, N.Y., April 5, 1957 
Mr. J. RayMonp Berry, 5 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: Thank you for sending me the amendments to Senate bill 715 as 
proposed by the Atomic Energy Commission. I am very encouraged to see that 
the AEC is proposing to narrow its discretion as regards the amount of “financia) 
protection” to be required and is willing to have the statute specify this as “the 
amount of liability insurance available from private insurance sources of the U.g 
market” except where the AEC can justify a lesser amount based on size, location 
and other factors pertaining to hazard as well as the nature and purpose of the 
operation. I would say that this virtually assures the private insurance com. 
panies of the privilege of writing insurance up to the full amount of our syndicate 
capacity upon all power reactor risks and only permits a lesser amount to be 
purchased with respect to the experimental type of reactor. You will recall that 
this is the type of amendment that we proposed in our casualty association 
telegrams to Senators Anderson and Hickenlooper last year, which suggestion 
seems now to have borne fruit. 

I see nothing else in the AEC amendments which should cause us any concern 
and I feel that this is the best we could hope for. While it is true that the bi) 
still permits a Government indemnity to supplant all private insurance with 
respect to Government-owned and operated reactors (e.g. Oak Ridge, Hanford, 
Los Alamos, Argonne, Brookhaven, etc.), it would seem that there is little for 
private insurance companies to complain about in losing these insurances since 
they are on a “cost plus” basis anyway and the Government has the right to be 
a “self-insurer” if it wants to. Even on those, however, the private companies 
will have to be retained to provide workmen’s compensation coverage and it is 
possible that the AEC may allow the existing liability coverages to remain and 
will use the new Government indemnity device only for future operations, 

I would appreciate your keeping me informed as to the progress of these 
amendments. 

Sincerely, 
H. CLay JOHNSON, 
Chairman, Committee on Latwe. 


OFFICE MEMORANDUM 
Aprit 9, 1957. 
To: Mr. J. Raymond Berry, general counsel. 
From: Jack G. McKenzig” 
Subject: Chicago office. Report on legislation. April 5, 1957. 


Mr. W. L. Martin reports on the following States: 
Illinois 
No particular activity. 


Iowa 


No particular activity. 
Kansas 

S. 149: Companies owned by foreign or alien governments: This bill passed 
both houses and has gone to the Governor. 

H. 166: This is the fire marshal tax. This bill has passed both houses with an 
increase in the rate from one-half to three-fourths of 1 percent. 

H. 223: This bill would require the companies to pay the employers share of 
the F.I.A.C. tax on the compensation of examiners. It has passed the house 
and is on third reading in the senate. 

H. 439: This is an attorney’s fee bill which was amended to make less objection- 
able. It has passed both houses and has gone to the Governor. 


Michigan 
No particular activity. 
Minnesota 


S. 1423. This is an income-tax bill. This bill will be amended. There will 
be no change in our status. 
There is no activity on bills in which we are interested. 
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Missouré 
g§. 226: This is our bill, amending the standard form fire policy. It has passed 


the senate. 


Nebraska 
No activity on our bills. 


Ohio 
No activity on our bills. 


Oklahoma 
No activity on our bills. 


Wisconsin 
H. 193: This bill relates to the condemnation of property which could affect 
us under the valued policy. The bill will be further amended. 


NUCLEAR INSURANCE RATING BUREAU, 
New York, N.Y., April 11, 1957. 
Mr. J. RaYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Deak Ray: I am writing this note so that you will have before you a de 
scription of the function of this bureau, and thus be in a better position to 
discuss proposed legislation at our luncheon on Monday. 

The purpose of the bureau is to prescribe and promulgate rates, rules, forms, 
and regulations for insurance against loss resulting trom physical aamage to: 

(a) Designated nuclear facilities, including property associated there- 
with and subject to radiation damage therefrom ; 

(b) Other property directly related to such nuclear facilities ; 

(c) Other facilities involving substantial quantities of radiation. 

The following basic principles for jurisdiction and operation of the bureau 
have been adopted : 

1. Nuclear Insurance Rating Bureau to have rating jurisdiction over the 
following classes of property: 

(a) Nuclear reactor powerplants; 

(b) Other nuclear reactor installations ; 

(c) Nuclear fuel reactor installations; 

(d@) Certain other facilities involving such substantial quantities of 
radiation as to necessitate rating treating not furnished by other rating 
bureaus, including auxiliary property on the premises of (a), (b), (c) 
and (d); 

(e) Nuclear fuel and other nuclear material in transit; 

all as defined by the executive committee of the bureau. 

2. The bureau will also have rating jurisdiction over the peril of radio- 
active contamination on property associated with the foregoing classes 
(a) to (d) inclusive, under the same ownership and subject to radiation 
damage therefrom. 

8. The bureau will file rating plans or schedules and, to the extent neces- 
sary, forms for— 

(f) Fire and extended coverage on risks of the foregoing classes 
(a) to (d) inclusive, while under construction ; 

(g) Fire, extended coverage plus other named perils, but not “all 
risks,” on risks of the foregoing classes (a) to (d) inclusive, while 
under construction ; 

(h) Fire and conventional perils on completed risks of the foregoing 
classes, (a) to (d@) inclusive; also “all risks” ; 

(i) “All risk” transportation perils on foregoing class (e) ; 

(j) Radioactive contamination on property associated with the fore- 
going classes, as referred to in preceding paragraph 2; 

all to the extent authorized by the executive committee of the bureau. 

Attached is copy of the “Plan of Rating.” 

Yours very truly, 

JOSEPH G. BILL. 
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NUCLEAR INSURANCE RATING Bureau, New York, N.Y. 


PLAN OF RATING 


The Nuclear Insurance Rating Bureau was established as a nationwide rati 
bureau to determine, promulgate, and file rates for nuclear risks to be insured by 
companies comprising the membership of the Nuclear Energy Property Insurance 
Association (stock) and the Mutual Atomic Energy Reinsurance Pool (mutual) 

The specific types of risks contemplated to fall within the purview of the 
Nuclear Insurance Rating Bureau are— 

A. Nuclear reactor power installations.—These will be large scale installations 
used for generating power employing a nuclear reactor as the source of heat. Ip. 
dividual installations are expected to run as high as $40 to $50 million in valye 

B. Other nuclear reactor installations.—These will include reactors used for 
experimental, test, research, and demonstration purposes. Generally, speaking 
such reactors will be located at universities, industrial plants, medical centers 
research institutions and the like engaged in the nuclear program. This claggif. 
cation will also embrace “hot laboratories” in connection with reactor installa. 
tions and “critical” facilities. 

C. Nuclear fuel element installations.—These will comprise plants fabricating 
fuel elements; processing or reprocessing fuel by mechanical means or chemical 
separation ; and facilities for fuel salvage or recovery largely by chemical process, 

D. Other facilities involving substantial quantities of radiation. 

EB. Nuclear fuel in transit.—It is contemplated that transit insurance will be 
confined to the movement of nuclear fuel to and from but not while on the 
premises heretofore enumerated. 

F. Nuclear risks in course of construction.—Because it is essential that the 
insurers engaged in this venture be in a position to provide engineering and logs 
prevention services from inception, they will underwrite and the bureau will 
make rates for builder’s risk insurance. 

While it will be the purpose of the Nuclear Insurance Rating Bureau, to the 
extent found practicable and feasible, to develop schedules to be employed in the 
establishment of rates, for the time being at least it will be necessary that 
each risk submitted to the bureau for rating be dealt with individually and to 
a very substantial extent on a judgment basis. Generally speaking, it will be 
the plan of the bureau to use as a base, fire, extended coverage, and vandalism 
rates as established under conventional rating plans. To those figures will be 
added charges for conventional boiler and machinery exposures and charges for 
nuclear and all risk perils. 

The subject of rating these nuclear risks is one of great complexity. It will 
be necessary among other things to evaluate the hazards of the several types 
and sizes of reactors, the kinds of fuel, the various heat transfer media, control 
arrangements, containment, and so on. 

To carry out this plan of indiviual risk rating, the bureau has appointed a 
rating committee of individuals well qualified by their training and experience to 
consider each case submitted and develop a rate or rates therefor for promulga- 
tion by the bureau and for filing with the insurance department of the State 
or States in which the risk is located. It is the obligation of members and 
subscribers to undertake the insurance only subject to the rates and conditions 
prescribed, promulgated and filed by the bureau. 

The unique and complex character of the insurance involved makes essential 
this individual risk treatment, at least until such time as schedules may be 
developed. In this connection we invite particular attention to the provision 
found in the rate regulatory laws of most States—and in our opinion inherent 
in all of them—to the effect that the commissioner, superintendent, or director 
of insurance may suspend or modify filing requirements as to any kind of 
insurance, subdivision or combination thereof, or as to classes or risks, the 
rates for which cannot practically be filed before they are used. In all such 
eases the supervisory authority may make such examination as he may deem 
advisable to ascertain whether any rates made pursuant to this provision of 
the statute meet those standards of the law which apply to all rates made on 
classes of risks not specifically exempted from the scope of the law. 
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OrFicE MEMORANDUM 
APRIL 12, 1957. 

- Mr. J. Raymond Berry, general counsel. 
ee Jack G. McKenzie. ’ 7" 
Subject: Chicago office—Reporting April 12, 1957. 

Mr. W. L. Martin reports on the following States: 
Illinois 

Senate bills 40, 41, 42, and 43, relating to underwriting powers of town mutual 
{nsurance companies. Amendments have been offered to these bills. These 
amendments are being studied by a subcommittee which will report on them in 

onth. 

arouse bills 281 and 282: These are valued policy bills. They are not moving. 

Legislature has recessed until April 23. 


Iowe 

No activity on our bills. 
Michigan | 

House bill 595 (Boyer): This bill would require companies to accept cover- 
age on classes of business they are authorized to write proportionate to the 
yolume of business done. This bill is being opposed. Hildebrand thinks he has 
the bill stopped. 


Missourt 
No activity on bills in which we are interested. 


Nebraska 
No activity on bills in which we are interested. 


Ohio 
No activity on bills in which we are interested. 


Oklahoma 

House bill 501: This is the insurance code. It has passed the house. 

House bill 619: This bill would create a rating board, ete. The bill has 
been heard in the senate committee, but no particular action has been taken 
asa result of the hearing. 


Minnesota 


Senate bill 564: This bill would permit the use of the standard form fire 
policy by reference. It has passed the senate, but has not moved since it passed. 

Senate bill 784: Makes technical corrections in the standard form fire policy. 
This bill was killed in favor of house bill 853, relating to the same subject 
matter. 

Senate bill 988: Provides that the provisions of the standard form fire policy 
shall not apply to insurance on growing crops. It has passed the senate. 

Senate bill 1022: Gives the commissioner authority to approve homeowners 
policies. It has passed the senate. 

Senate bill 1423: This is an income tax bill. This bill deleted the section 
giving the insurance companies credit for premium tax paid against the in- 
come tax. An amendment is being made to reinstate this provision. Mr. 
Brogger says the amendment will be accepted by the committee. 

Senate bill 1543: Relates to the creation of development corporations. This 
matter has been taken up with Brogger and he has been advised of our in- 
formation and position concerning this legislation. 

Senate bill 1645: This is an income tax bill. It does not affect us. 

House bill 853: This bill makes technical amendments to the standard form 
fire policy. It has been amended to meet objections we had. It has passed both 
houses and has been signed by the Governor. 

House bill 1027: This bill is the same as senate bill 564, which permits the 
use of the standard form fire policy by reference. The bill has not moved. 


Wisconsin 

Senate bill 264: This bill amends the standard form fire policy. It has passed 
the senate. 

House bill 193: This bill relates to the condemnation of property. It could 


affect us under the provisions of the valued policy law. They are still work- 
ing on amendments to this bill. 


47932—60—pt. 715 
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House bill 431: This bill would repeal the requirements for adjusters to file 
certain loss reports. The fire chiefs are opposing this bill and it has not moveg 

House bill 465: This bill, introduced by the Wisconsin Mutual Insurance 
Alliance, would permit the commissioner to approve block policies, Section 2 of 
this bill would permit mutuals to write these lines where their surplus did not 
meet the requirements if the liability was assumed by another licensed insurer 
meeting the surplus requirements and the assumption of such liability by the 
reinsurer is shown on the policy, or if the liabilities are fully reinsured with 
another licensed insurer meeting the surplus requirements. 

Bill Martin has your memorandum of April 11 with reference to this bill. He 
states the first alternative is that the policy must have on it an assumtpion 
clause and naming the company assuming the liability; and the second alterna- 
tive is where the direct writing company and the reinsurance company have q 
reinsurance agreement and under this agreement the reinsurance company, with 
the necessary surplus requirements, assumes the liability. 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
BoarRD OF FIRE UNDERWRITERS HELD IN THE BOARD RooM, 8) JOHN STREET, 
NEw YORK, ON APRIL 17, 1957, aT 11 a.m. 


Present: Messrs. H. Clay Johnson, chairman, John R. Barry, Millard Bartels 
Philip S. Brown, Frank F. Dorsey, Lester Harvey, A. E. Heacock, C. A. Loughin, 
George Mead, Olaf Norden, P. Elmer Sammons, and Frank Van Orman; also 
J. Deegan (representing F. H. Forkel), Charles Wickham (representing Paul BR. 
Laymon), A. H. Hunt, Jr. (representing W. E. McKell), E. S. Coons (represent- 
ing Harry W. Miller), Russell Viering (representing John A. North), Thorin T. 
Grimson (representing A. L. Ross), Edward McLoughlin (representing §. T, 
Shotwell), as well as William H. Tribou, secretary, Aetna Insurance Co., A. R. 
Fredericks of American Surety Co., Richard Winslow, counsel, Boston Insurance 
Co., and Hugh Garland, counsel, Corroon & Reynolds group; also General Coun- 
Sel Berry, Assistant General Counsel McKenzie and Ray E. Hughes of the staff, 

Advices of their inability to attend were at hand from Messrs. Hatch, Laymon, 
Miller, and Nolan. 


DEATH OF ASSISTANT GENERAL COUNSEL E. M. GRIGGS 


Chairman Johnson referred to the death of Mr. E. M. Griggs, Assistant Gen- 
eral Counsel Griggs in our Chicago office for 33 years. It was the sense of the 
meeting that general counsel prepare an appropriate resolution to be forwarded 
to his widow. 

STATUTORY FIRE POLICY 


Pursuant to action taken at the last meeting, Chairman Johnson appointed 
the following committee to study the continued applicability of the statutory 
fire policy to multiple peril contracts; Hugh Harbison (chairman), Arne Brogger, 
John P. Faude, Roland H. Lange, J. G. Niederlitz, and William Tribou. 


LITIGATION 


Federal Trade Commission—American Hospital case—The United States 
Court of Appeals, Fifth Circuit, has reversed the FTC. The court holds the FTC 
has no jurisdiction on the facts in the American Hospital case. No decision has 
yet come down in the National Casualty case. 

Delaware fire department taw.—The Supreme Court of Delaware has held the 
1955 legislation, increasing the fire department tax, invalid inasmuch as the leg- 
islation involved an appropriation of money, that such legislation requires a 
three-fourths vote under the Delaware Constitution and such vote was not 
obtained. 

STATE MATTERS 


Since the last meeting seven State legislatures have adjourned, i.e., Arizona, 
Colorado, Kansas, Maryland, Nevada, New York, and Tennessee—a total of 20 
legislatures having adjourned. 

Colorado.—The legislation providing for the Texas rating plan failed of en- 
actment but the effort to pass such a plan is going to be continued. 
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FICTITIOUS FLEETS 


General counsel reported conferring with counsel of the National Association 
of Insurance Agents with reference to proposed amendment to fire rating laws 
in connection with the above subject. This proposed amendment had been cir- 
culated by the NAIA, has been introduced in several States and enacted in one 
prior to the receipt of instructions from our committee to oppose. Agents’ 
counsel agreed our objections to the amendment were valid and has submitted 
the following substitute language which we believe meets our objections: 
“Provided, That in order that established underwriting practices recognizing the 
existence or absence of hazards and credible underwriting data may be pre- 
served, no rate shall be made available to any group or members of a group 
solely by virtue of membership, license, franchise, contract or agreement.” 

Agents’ counsel will recommend this language where State associations are 
planning to introduce legislation but reports Florida agents refuse to make any 
change in their bill, other than the deletion of the words “other than common 


ownership.” 
SECURITIES EXCHANGE COMMISSION LEGISLATION, 8. 1108 (FULBRIGHT) 


The form, which opposition to the above bill should take, was discussed at 
length by reviewing SEC criticisms of stock insurance company proxy practices. 
On the subject of proxy solicitation material for the election of directors, 18 
companies present which would be affected by the legislation indicated : 
(a) They would be opposed to disclosure of remuneration paid officers 
and directors ; 
(b) They could meet the other SEC criticisms by change in their prac- 
tices. (Exception where statutory meeting date made compliance an im- 
possibility. ) 

On the subject of proxy solicitation material relating to proposals to be voted 
on by stockholders (pension plans, stock options, mergers, etc.) some companies 
indicated they were already complying but most indicated they had not had 
occasion to submit such proposals to stockholders. 

Instructions to oppose the legislation were reaffirmed. 


BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded, it was voted to approve payment of the 
following bills, amounting to $22,395.03 : 


Stephens, Ritter & Mayer, attorney fee and expenses, South Dakota___ $1, 947. 44 


James J. Beasley, attorney fee and expenses, New York_----------- 6, 980. 20 
George W. Clarke, attorney fee and expenses, Washington____-_____ 3, 337. 25 
Bartlett, Poe & Claggett, attorney fee and expenses, Maryland_______ 2, 073. 85 
Walter D. Hanson, attorney fee and expenses, Oklahoma____-___-__~ 1, 103. 00 
Jennings, Strouss, Salmon & Trask, attorney fee and expenses, 

I Sisk Si cccethencclensita ence hie Allin isla inci a chiaeaiginanatalianinapiaetatin 1, 505. 78 
Vargas, Dillon & Bartlett, attorney fee and expenses, Nevada_______ 3, 203. 09 
Robert J. Kirschwing, attorney fee and expenses, Colorado___.--__-~ 1, 383. 50 
Paul Eldridge, Jr., legislative expenses, Tennessee_...._..-.--_--~- 148. 75 
i; ED TOWER, CE DODEES, Winns caeeegetncannennneopenen 112. 17 

ADJOURNMENT 


There being no further business to come before the committee, the meeting 


adjourned at 12:15 p.m. 
J. RayMonpD Berry, Secretary. 





OFFICE MEMORANDUM 
APRIL 25, 1957. 
To: Mr. J. Raymond Berry, general counsel. 
From : Jack G. McKenzie. 
Subject : Chicago office, report on legislation, April 19, 1957. 


Mr. W. L. Martin reports on the following States: 


Illinois 


The legislature is in Easter recess—will reconvene on April 23. No particular 
action on bills in which we are interested. 
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Iowa 
No action of interest to us. 


Michigan 


Senate bill 1164. This is an omnibus amendment bill to the insurance code, 
which amendments are agreeable to us. It contains our request for the exten. 
sion of time for the filing of annual statements. 

Senate bill 1384 (same as House bill 582): This is an income-tax bill which 
primarily affects domestic companies. The domestic companies are opposing it 
and it is not expected to pass. If this bill shows signs of action, we will seek 
amendments to exempt foreign companies from the bill entirely. Foreign com. 
panies are now exempt from the payment of income tax, but under the bill coulg 
be required to pay certain fees and required to file Federal income-tax report. 


Minnesota 


Expected to adjourn on April 25. No adverse legislation moving. No action 
affecting us. 


Missouri 
There has been no action in Missouri affecting us. 
Ohio 
There is nothing new in Ohio. 
Expect to see Ray Kilbourne or contact him concerning better information 


and reports about Ohio legislation. I am not particularly happy with the service 
he is giving. 
Wisconsin 

Senate bill 264, amends standard fire policy with amendment we suggested. 
This is corrective legislation, has passed the Senate. 

House bill 193—Condemnation of Property: This legislation could affect us 
due to the valued policy law. The bill is being held in committee for amendments, 
which amendments, I feel, will be satisfactory to us when agreed upon. 

House bill 465: This bill authorizes the issuance of the homeowners policy 
and is introduced at the request of the Wisconsin Mutual Alliance. The com- 
missioner does not like this bill and will offer a substitute. He told me he would 
let us see the substitute before it is introduced. 

House bill 560: This bill extends the underwriting powers of town mutual 
insurance companies. It is being opposed by domestic mutual companies and 
others. 

House bill 583: This bill would impose a premium tax of 2 percent upon domes- 
ticcompanies. It is being opposed and is not expected to move. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, N.Y., April 25, 1957. 
Mr. K. E. BLAcK, 
Chairman, Executive Committee. 


Dear Sir: At the meeting of the actuarial bureau committee on April 9, there 
was considerable discussion of the heavy demands on companies for statistical 
data. Actions taken by the actuarial bureau committee in an endeavor to reduce 
as far as is practicable these loads on member companies are submitted to the 
executive committee for concurrence, as follows: 


REQUEST FOR STATISTICAL DATA BY BUREAUS 


It is recommended that requests to the business for special statistical data 
on lines reported to the actuarial bureau be cleared through that office and that 
all boards and bureaus and associations be advised that commitments for the 
development of special statistics should not be made without prior check with 
the National Board of Fire Underwriters. 

In making these recommendations the committee is hopeful that coordination 
will be effected which will avoid unnecessarily burdensome demands upon the 
business and prevent duplication of effort. 

It is not contemplated that the national board will necessarily process all of 
the data which is required but rather that through this central point there will 
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be accomplished much, looking toward the lightening of the load with which the 
pusiness is faced. 


CLASSIFICATION OF COMMERCIAL PROPERTY COVERAGE AND OFFICE CONTENTS 
SPECIAL FORM 


Since reporting to this committee on March 28 on the request made by the 
Rhode Island insurance department for a more refined breakdown of commercial 
property coverage statistics, it was learned that the commercial property coverage 
form was approved in Rhode Island contingent upon the additional breakdown 
being supplied. : ; : 

It is planned to consult with the New England Fire Insurance Rating Asso- 
ciation as well as with Commissioner Bisson regarding this matter. 


STATISTICAL DATA COLLECTED FOR INTER-REGIONAL INSURANCE CONFERENCE 


At the last meeting of this committee it was reported that the actuarial bureau 
was assisting Inter-Regional Insurance Conference in connection with tabula- 
tions of page 14 data for study being made by that office. The work has been 
completed and supplied to Inter-Regional. 

The original request to companies for data was later expanded at the request 
of Inter-Regional and your committee recommends that the national board pay 
the cost, approximating $300, for the preparation of tabulating cards as con- 
templated in the original call for data. 


SIMPLIFICATION OF ADJUSTERS’ LOSS REPORTS 


In the processing of data from adjusters’ loss reports the actuarial bureau 
has been deducting payments made by nonsubscriber companies from the totals 
shown by adjusters on their confidential reports. Such deductions have always 
been made before reporting to State fire marshals and before entry of the reports 
on national board records. 

It has now been determined that such refinement is no longer required and in 
the interest of reducing clerical work your committee recommends that the 
practice of deducting losses paid by nonsubscriber companies be discontinued. 


DATA FOR CATASTROPHE AT OIL REFINERY AT WHITING, IND. 


Your committee has reconsidered the question of whether or not the losses for 
the catastrophe at Whiting, Ind., on August 29, 1955, should be reported as part 
of the catastrophe data supplied by the actuarial bureau. 

In view of the fact that the insurance commissioners have not promulgated 
rules and statistical plans for the recording of loss experience under the excess 
of loss coverage, such premiums and losses cannot be made part of the reports 
of classified underwriting experience prepared by this office. 

Your committee, therefore, recommends that the Whiting disaster should not 
be reported with other catastrophe data. The figures will, however, be supplied 
as a separate item to any subscriber company requesting them. 


SUGGESTIONS REGARDING CLASSIFIED EXPERIENCE 


Your committee has received communication from the Inter-Regional In- 
surance Conference transmitting three suggestions for consideration by the 
national board as follows: 

That consideration be given to the abandonment of the 5-year written 
and paid classified experience reports now prepared by this office; 

That the industry make every effort to persuade the various insurance 
ee of the desirability of abiding by the underwriting profit 

ormula ; 

That consideration be given to what Inter-Regional describes as an un- 
fortunate time delay between the close of the calendar year and the time 
when classified experience figures become available to rating organizations. 

Because of the importance of these matters, the questions have been referred 
to a subcommittee and report will be made at a later date. 
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BUDGET 


The budget for the coming fiscal year was reviewed. It was voted to re 
quest the finance committee to approve and recommend to the executive com. 
mittee an amount totaling $753,982 for support of actuarial bureau activities 
for 1957-58. 

Respectfully submitted. 

CHARLES P. JERVEY, Chairman, 


Excerpts FroM MINUTES OF EXECUTIVE COMMITTEE FOR APRIL 25, 1957 
SPECIAL COMMITTEE ON EMERGENCY CONCENTRATIONS 


The report of this special committee was presented by Chairman Clarke Smith 
It was received and a copy is appended. 


DEFERRED BUSINESS 


Term rule——It was reported that Inter-Regional Insurance Conference aqd- 
vised under date of April 18 that in accordance with the resolution of the execn- 
tive committee of the national board of February 28 it had given consideration 
to recommending nationwide a revised term rule; that its executive committee 
had adopted the report of a subcommittee which recommends : 

1. Inter-Regional Insurance Conference should vigorously push its current 
program for needed rate level adjustments. This movement should be given 
priority ; any action on the term problem should come later when it will not 
obstruct or slow down the rate level adjustment program. 

2. The conference should— 

(a) immediately undertake studies of the term problem and prepare sta- 
tistical support for an increase in the charge for installment payment of 
premiums to a figure sufficient to carry the cost of the service; 

(b) review the present term multiple of 75 percent to determine whether 
an increase in this factor is practicable. 

3. The subcommittee feels that any recommendation respecting a maximum 
policy term of 3 years should be deferred until completion of the rate level 
adjustment program and decisions relative to the charge for installment pay- 
ment of premiums and the term multiple. 


OFFICE MEMORANDUM 
APRIL 26, 1957. 
To: Mr. J. Raymond Berry, general counsel. 
From: Jack G. McKenzie. 
Subject: Chicago office—Report on legislation. 


Mr. W. L. Martin reports on the following States: 


Missouri 

Senate substitute to senate bills 230 and 237. This legislation relates to the 
creation of a fire marshal and fire prevention bureau. As originally introduced, 
the department or bureau was to be maintained by an appropriation from the 
general fund. An amendment has been made to the bill which I have not seen, 
but I am advised that it imposes a 1-percent tax on companies writing fire, 
automobile, etc. 

This tax applies to domestic as well as foreign companies. I have alerted 
our legislative force in Missouri and they are making contacts to oppose this 
legislation. They also feel that the domestic companies will strenuously oppose 
it. 

Senate bill 226: This was our bill to make technical changes concerning the 
standard fire policy. This bill has been further amended. My information on 
the amendments is incomplete. Will advise. 


Illinois 


Senate bill 191: This bill gives the director of insurance authority to impose 
penalties up to $500 instead of revoking or suspending licenses of companies, 
agents, brokers, etc. The director has recently shown an interest in the passage 
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f this bill and with this support the bill will likely start to move. It has been 
7 position that we have no particular interest in the legislation. 
aanate bill 193: This bill would place all final decisions of the director under 
the Administrative Review Act. Such procedure would eliminate a trial de 
novo. This bill has been in the legislature in previous sessions and has been 
defeated. I have asked for instructions from the general counsel. 

House bill 84: This bill, as originally introduced, would repeal the authority 
to issue temporary licenses to agents. It has been amended so as to leave the 
law in its present form, except temporary licenses shall not be issued to life 
agents. The Life Underwriters Association of Illinois introduced the original 
pill and will support this one. Do not think it will pass as amended. 


Iowa ; 
No activity affecting us. 


Michigan 
No activity affecting us. 


Minnesota 


Legislature scheduled to adjourn yesterday. I do not have late information 
concerning activities there. 


Nebraska 
No activity affecting us. 


Oklahoma 


House bill 501: Insurance code. This bill is now in the senate committee 
and is having consideration. This committee has taken out of the code the 
provisions concerning the new rating board (H. 619) and have amended it to 
conform to the original draft of the code. 

The senate hearings will continue and it appears that the code will come out 
of this committee as introduced in the house with a “do pass” recommendation. 


Wisconsin 
No activity affecting us. 


From: The National Board of Fire Underwriters Committee on Laws. 
For Jack G. McKenzie. 
ApRIL 30, 1957. 
Re Senate bill 1168, Congress. 
Mr. WiLL C. THOMPSON, 
Thompson, Coe & Cousins, 
Mercantile Securities Building, Dallas, Tez. 


Deak WILL: In reply to yours of April 24, we want to show the congressional 
committee as to the State of Texas: 

1. Here are the companies that went into receivership in the past 5 years. 

2. Of those companies contained in “1,” these are the companies which were 
stock companies. 

3. Of those companies contained in “1” these are the companies other than 
stock, i.e., mutual, reciprocal, Lloyd’s, ete. 

4. Of the stock companies that went into receivership, these are the ones that 
have $2 million in assets and 750 stockholders. 

It is our hope to show the subcommittee and the committee that this legis- 
lation : 

1. Being applicable only to stock companies wouldn’t protect any of the mu- 
tual, reciprocal, or Lloyds’ members in the group above and that they need 
protection as much as stockholders. 

2. Being applicable only to certain stock companies—that is, companies with 
$2 million in assets and 750 stockholders, it wouldn't protect any of the stock- 
holders except in these cases (and then set out the number of cases and the 
percentage of the total number of stock companies’ receiverships which that 
number represents). 

I need this for the last 5 years and I need it particularly for Texas because we 
know Senator Fulbright and some of the other Senators are familiar with the 
LC.T. situation, and we must assume they intend to throw that at us. Further- 


aod as you know, Senator McClellan’s committee has called for the I.C.T. 
record. 
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From our own contacts with the Securities and Exchange Commission peopig 
we are forced to the the conclusion that the Securities and Exchange Commis. 
sion has a lot of other information dealing with the receiverships of other Texas 
companies. 

Yours very truly, 
J. RayMOND Berry, General Counsel, 


May 1, 1957. 
NUCLEAR INSURANCE RATING BUREAU, 


New York, N.Y. 
(Attention: Mr. Joseph G. Bill, assistant general manager and counsel). 


GENTLEMEN: Please refer to our letter of April 1, 1957, in connection with 
the licensing of the Nuclear Insurance Rating Bureau in the State of Washing- 
ton, and your letter of April 10, 1957, enclosing completed application for license 
to do business as a rating organization in this State. 

According to your application, you propose the jurisdiction of and promul- 
gation of rates, rules, and forms, and regulations for insurance against loss 
resulting from physical damage to designated nuclear facilities including prop- 
erty associated therewith and subject to radiation damage therefrom; other 
property directly related to such nuclear facilities; other facilities involving 
substantial quantities of radiation. 

This would include rating jurisdiction of fire and extended coverage which, 
under our statutes, requires the use of the form known as the New York stand- 
ard form fire insurance policy, and rates chargeable thereto, as promulgated 
by the Washington Surveying and Rating Bureau. 

It would therefore seem that the Nuclear Insurance Rating Bureau’s juris- 
diction would overlap that of the Washington Surveying and Rating Bureau, 
and would therefore have to qualify under section .19.17-2 of the Washing- 
ton insurance code which is our statute governing licensing of any rating or- 
ganization proposing to act as to insurance under standard form fire policies, 

We are therefore unable to accept your application as a rating organization 
in the State of Washington. 

We are returning to you herewith license fee in the amount of $25 (check No. 
6570). 

Yours very truly, 
WitiraM A, SULLIVAN, 
Insurance Commissioner. 
By W. D. YERKEs, 
Rate Supervisor. 





OFFICE MEMORANDUM 
May 8, 1957. 

To: Mr. J. Raymond Berry, general counsel. 
From: Jack G. McKenzie. 
Subject : Chicago office, report on legislation, May 3, 1957. 

Mr. W. L. Martin reports on the following States: 
Illinois 

No action on bills in which we are particularly interested. 

The adjournment date of the Illinois legislature is usually June 30. 


Iowa 


Senate bill 442: This bill authorizes the extension of time for filing annual 
statement. This bill is not moving and their local counsel seems to be un- 
able to get action on it. It appears some of the legislators are of the belief 
that since the payment of premium tax is made at the time of filing annual 
statement, this would delay the payment of tax. 

House bill 248: This bill prohibits free insurance. It has passed the House. 

The Iowa legislature is considering an adjournment date of May 8. 


Michigan 


Senate bill 1002: Alien government insurers. This bill was amended to in- 
clude the grandfather clause. It has passed both Houses. 
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Michigan legislators are talking of adjourning on May 24; though it may be at a 


date. 
“"h pills are moving in which we have an adverse interest. 


Minnesota 

Adjourned April 30. Special session called for April 30. Special session 
adjourned April 30. The special session passed House bill 1—an income tax 
pill. This bill does not affect us adversely. In fact, from hurriedly reading 
it, I think we have more credit against the income tax levied than we have 


under the present law. 


Missouri 

Senate substitute for S. 230 and S. 237. This bill has been amended by re- 
moving the 1-percent tax levied on companies to support the fire prevention and 
fire marshal’s office. 

Senate bill 226. This bill amends the standard fire policy by making tech- 
nical corrections. It is our bill. It has passed the Senate and has been re 
ported favorably by the House committee. 


Nebraska 
No action of interest to us. 


Ohio 
No action of interest to us. 


Oklahoma 

No action of interest to us. 
Wisconsin 

House bill 193: This bill relates to the condemnation of property and could 
affect us due to the construction given to the valued: policy law. The bill has 


been amended and I think to our satisfaction. 
No other action on bills in which we are interested. 


May 3, 1957. 
Mr. JoserH G. BILL, 
Assistant General Manager and Counsel, 
Nuclear Insurance Rating Bureau, 
New York, N.Y. 


Dear Joe: I have checked over the States contained in your letter of April 2 
to see whether the underwriting power sections of their laws were broad enough 
to include the type of insurance which will be rated by your organization, which 
is described in your letter of April 11. 

It seems to me that the following States have definitions broad enough to take 
care of you: 

Arizona—Article 4, paragraph 4—Definitions—Property insurance. 
District of Columbia—Section 35-1314. 

Idaho—Section 41-302, plus Section 41-309, plus Section 41-315. 
Mississippi—Section 5654. 

North Carolina—Section 58-76-22. 

Virginia—Section 38-7 (5). 

Washington—Section 45.11.04. 

Will you check these, particularly Mississippi, in view of our conversation, 
and let me know whether you feel as I do about the need for legislation. 


I have searched the Texas law and while section 8.01 comes closest I think you 
need an amendment down there. Will you also check this conclusion at your 
convenience and let me know. 

Best regards. 

Sincerely, 
J. RayMoND Berry, General Counsel, 
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New YorkK OFFICE 


From: The National Board of Fire Underwriters Committee on Laws. 
For Jack G. McKenzie. 


Jack: Ralph W. Lester has been substituted for J. G. Niederlitz. 


Mac. 


May 9, 1957. 
Standard Policy Committee. 
Mr. RaLpH W. LESTER, 
Vice President, Great American Insurance Co. 
New York, N.Y. 


Dear Mr. Lester: At the March meeting, the laws committee recommended 
to the executive committee that a study be undertaken by the laws committee on 
the whole subject of the statutory policy and its continued applicability to 
multiple peril contracts. The executive committee adopted the recommendation 
and accordingly Chairman Johnson appointed the following committee: Hugh 
Harbison, chairman; Arne Brogger, John P. Faude, Roland Lange, William H. 
Tribou, and Ralph W. Lester. 

We trust you will find it convenient to serve on this committee. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 


May 13, 1957. 
Mr. H. Clay JOHNSON, 
Chairman, Committee on Laws, Care of Royal-Liverpool Insurance Group, 
New York, N.Y. 


Dear Cuiay: In the interest of haste, I am enclosing H.R. 7383 (Price) and 
Senate 2051 (Anderson) and a copy of report of the Joint Committee on this 
legislation. I have marked in pencil the changes from Senate 715, 85th Congress. 
It is my only office copy. Will you return it to me after it has served your 
purpose? 

Sincerely, 


STATE OF NEW HAMPSHIRE, 
INSURANCE DEPARTMENT, 


Concord, May 14, 1957. 
J. RAYMOND BERRY, 


General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Deak Ray: Will you please let me know as soon as possible if you expect 
that the industry subcommittee on uniform surplus line laws will have anything 
to report at the coming meeting of the NAIC in Atlantic City? 

Sincerely yours, 


DoNALD KNOWLTON. 


May 14, 1957. 
Personal and confidential. 
Hon. Paut A. HAMMEL, 
Insurance Commissioner, State of Nevada, 
Carson City, Nev. 


Deark PAUL: I have your letter of May 9 and hasten to congratulate you upon 
your assurance from Governor Russell of reappointment for a 4-year term begin- 
ning July 1. 

I know that many in Nevada and on the west coast recognize, as does the 
Governor, that you have done a good job in the administration of the insurance 
laws in Nevada. 

Ray and I are of course interested in your candidacy for the chairmanship 
of the executive committee of the NAIC and would like to discuss it with you 
in detail in Atlantic City. 

We do think that it is very essential that you have the endorsement of your 
home zone for this office. The one thing I see that may be put up to you as a 


reason you should not run is that Bob Taylor, now president of NAIC, is from 
zone 6. 
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We will be looking forward to seeing you in Atlantic City. 
With kindest regards and best wishes, 
Sincerely, 


Jack MoKEnzI£. 


STATE or NEVADA, 
INSURANCE DEPARTMENT, 
Carson City, May 9, 1957. 
Mr. Jack McKENZIE, 
National Board of Fire Underwriters, 
New York, N.Y. 


Deak Jack : Greetings, saluations, etc., from the Old West. I hope you haven’t 
pecome too homesick for the garden area of the world since being confined in that 
sea of humanity called New York City. 

My primary purpose in writing is to tell you a bit of NAIC gossip and to ask 
your support if and when possible. 

Last month Governor Russell advised me that I was to be reappointed for a 
4-year term effective July 1, 1957, according to the new law relative to my 
position. Upon being so advised I announced my candidacy for chairman of the 
executive committee of the National Association of Insurance Commissioners. 

So far I have the unanimous endorsement of zone 5 at their meeting held in 
Cheyenne last month plus the endorsement of about 12 to 15 individual com- 
missioners in Other areas. Zone 6 will not hold a meeting until June in Atlantic 
City so I do not as yet have the official endorsement of my own zone. 

If you and Ray believe I am capable and will do an acceptable job in that 
position, I’d appreciate your assistance. I’ve made one “campaign promise.” 
That is I will be opposed to individual commissioners holding offices or committee 
chairmanships in the association for more than 2 consecutive years. 

With kind personal regards, 

Very truly yours, 
Paut A. HAMMEL, 
Insurance Commissioner. 


[First draft May 14, 1957] 


In the year 1957, which is a regular legislative year for all States except 
Kentucky, Mississippi, and Virginia, we have had 45 States, Alaska, Hawaii, 
Puerto Rico, and Congress in regularly scheduled sessions. Arkansas and Min- 
nesota had short special sessions. 

The staff has reviewed approximately 3,937 bills and of these 623 have been 
printed in our legislative records and distributed to member companies. The 
“now laws” of legislation enacted are being prepared and distributed as 
promptly as bills enacted have been approved by the Governor. ‘Now laws” 
of 14 States have been distributed as of the date of this report. 

This report is not complete, as 24 States (Alabama, California, Connecticut, 
Delaware, Florida, Illinois, Louisiana, Maine, Massachusetts, Michigan, Mis- 
souri, Nebraska, New Hampshire, New Jersey, North Carolina, Ohio, Oklahoma, 
Oregon, Pennsylvania, Rhode Island, South Carolina, Texas, Vermont, and Wis- 
consin), Puerto Rico, and Congress remain in session. For complete informa- 
tion as to legislation enacted into law, consult your “now laws” of the several 
States. 

In this report we will comment only on the more important legislation that 
has been introduced. 

FAIR TRADE PRACTICES 


In 10 States legislation has been introduced to enact, supplement or amend 
the Fair Trade Practices Act. 

North Dakota passed the all-industry type act. 

Missouri has introduced, and has pending, the all-industry type act. 

Alaska also passed a fair trade practices act. 

None of the above States had such laws prior to 1957. 

Idaho, California, Kansas, Minnesota, Nebraska, Nevada, and Wisconsin are 
supplementing or amending the fair trade practices laws of their States. 
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EXTENSION OF TIME FOR FILING OF ANNUAL STATEMENTS 


Nebraska, Kansas, Indiana, Michigan, North Carolina, Maine, Maryland, ang 
South Dakota have enacted legislation this year that gives authority to the 
commissioner to grant an extension of time for the filing of annual Statements, 
A similar bill in Iowa failed. 


COMPANIES OWNED (OR CONTROLLED) BY FOREIGN OR ALIEN GOVERNMENTS 


Six States have considered legislation that would prohibit the licensing of 
company owned or financially controlled by a foreign or alien government, 
Kansas and Colorado have passed such a law. In Michigan, California, ang 
Pennsylvania the legislation is pending. In Georgia the bill failed to pass, 


INSURANCE CODES 


West Virginia has enacted a new insurance code. Alaska introduced a new 
code, but was able to pass only a portion of it. In Oklahoma a new code ig 
pending before the legislature. 

Five States considered legislation to grant authority to revise and 
their insurance laws. Montana, Arkansas, and South Dakota passed acts 
authorizing such revision and codification. In Idaho the legislation failed. Ip 
Missouri legislation pending. 

SURPLUS LINE LAWS 


Five States and the Territory of Alaska have considered legislation to enact 
or to amend their surplus line law. Arkansas and Alaska enacted surplus line 
laws. California, Oregon, Connecticut, and Maine have legislation pending which 
would supplement or amend their present laws. 


RATING LAWS 


In Oklahoma there has been introduced legislation which proposes to create 
a “State rating bureau” which would eliminate and take the place of the present 
State insurance board. This legislation is pending. 

North Carolina and Idaho proposed minor changes in their rating law. The 
bill failed in Idaho. 

Washington amended its rating law with reference to “filings” and “devi- 
ations” as to fire insurance under standard form fire policy and other insurances 
when issued as a part of a standard fire insurance policy. 


TAXES AND FEES 


Approximately 50 bills were introduced in the several legislatures relating to 
taxes and fees. In Alaska, Colorado, Kansas, Maryland, Michigan, Montana, 
North Dakota, Washington, and West Virginia legislation was introduced to 
increase the premium tax. 

In Alaska the premium tax was increased from 2 percent to 3 percent. 

In Montana the premium tax was increased from 2 percent to 2% percent. 
Montana has an in-lieu clause that is intended to eliminate the payment of other 
State taxes by insurance companies. 

The bills failed in the other States with the exception of Michigan, where it is 
pending. 

Four States had bills that would increase the fire marshal’s tax. In Kansas 
the tax was increased from % of 1 percent to %4 of 1 percent. In North Dakota 
the bill failed. In Maine the bill was reported unfavorably from the committee. 
In Missouri the bill has been amended deleting the tax provision. 

In Kansas legislation was enacted requiring the companies to pay the Federal 
Insurance Contribution Act tax on compensation paid to examiners from the 
Kansas department. 

In three States, Maine, Vermont, and Oregon, legislation was introduced to 
levy a tax for an education and training program for firemen. These bills have 
been reported unfavorably in each of the States. 

In Florida two bills were introduced to increase the allocation of premium 
tax paid by the companies to the firemen’s pension fund. These bills have been 
killed in committee. 

In Delaware there is pending legislation that would increase the tax to the 
fire department from 2 percent to 314 percent. 
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In Montana there were four bills introduced relating to corporation ae 

A bill was passed increasing the license tax on corporations from 3 percen 

oe nt. With the in-lieu clause in Montana’s new premium tax law, the 
rae are exempt from the payment of corporation license taxes. 


TAX CREDITS—HOME OFFICE OR PRINCIPAL OFFICE DEDUCTIONS 


Kansas and Idaho introduced legislation that would have a for = 
deductions of real estate taxes paid on home office or principal office from the 

emiumtax. Each of these bills failed. a, 
en rida has passed legislation amending the present law which provides: 

Me = two or more foreign companies under same ownership or management and 
z aan and owning an equal interest in a regional home office building, may 
deduct real estate tax paid on building from their premium tax. 


FEES 


Oregon has passed a law which requires companies to pay compensation and 

expense to examiners. Formerly the Oregon law required the payment of ex- 
ses only. ' 

w= North Carolina there is legislation pending which would increase the per 

diem payment to examiners from $25 to $36. 

Arkansas passed legislation increasing the fees for agents license from $2 
‘° Sraine has passed legislation that increases from $30 to $50 the fees for 
filing annual statement and for the issuance of certificates of authority. 

In North Carolina there is a bill pending that would increase from $9 to $12 
the fee to be paid for the publication of financial statement. 


CANCELLATION OF POLICIES 


In Arizona a bill failed which provided that cancellation by an insurer of 
any policy which, by its terms, were cancelable by the insurer or the insured, 
that the insurer must give 10 days’ notice to the insured, mortgagee, or pledgee 
by registered or certified mail. 

In Pennsylvania there is a bill pending which provides that no policy of 
fire insurance shall be conceled unless the company gives 30 days’ written 
notice to the insured. 

STATE FUNDS 


There were three bills introduced in Arkansas to create a State insurance 
fund. All of the bills failed. 


VENUE OF ACTION 


The Georgia Legislature passed a bill which provided, where a person has a 


claim against a company, the venue may lie in any county where the company 
has an office, an agent, or does business. 


PENALTY BILLS 


In Washington there was introduced legislation which failed that would 
have allowed attorneys fees where the claim was not paid within 6 months. 

Indiana considered legislation which failed, which provided, where an action 
for $300 or less is instituted and plaintiff recovers, attorneys fees may be 
assessed against the company. 

Oklahoma has legislation pending that would impose a penalty up to 10 per- 
cent of the amount of loss and reasonable attorneys fees for vexatious delay 
in the settlement of a claim. 

STUDY COMMISSION 


The Kansas Le 


gislature adopted a resolution authorizing and directing the 
Kansas legislativ 


e council to make studies, investigations, reports, and recom- 


mendations concerning the insuring of State property and the bonding of State 
officers and employees. 


sas legislation was enacted directing the legislative council to study 
recommendations concerning the creating of a State insurance fund. 


In Arkan 
and make 
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STANDARD FIRE POLICY 


In Minnesota there was introduced legislation providing buildi 
tures which may be insured under policies of insurance eee ‘ae _ ns 
perils shall be subject, so far as fire coverage is concerned, to the provisions of 
the standard fire policy and valued policy law, with the provisions of the sta a 
ard fire policy being incorporated by reference. The bill failed. ~ 

In North Dakota legislation was introduced to limit the time to brin i 
under a standard fire policy tol year. The bill failed. a 

In California there is a bill pending that would amend the standard fire pol 
icy by deleting from the insuring clause the following language : “without alien 
ance for an increased cost of repair or construction by reason of any ordinan ; 
= regulating construction or repair.” te 

innesota has passed legislation making techni 
siamutonenn Z. g cal amendments to the stand. 

In Wisconsin legislation is being considered which permits a company issuing 
a fire insurance policy to endorse such policy to prohibit other insurance or limit 
amount of other insurance. 

A bill in Missouri would amend the law to provide a fire insurance company 
issuing a policy against a risk of fire, lightning, hail or windstorm shall upon 
request, furnish to the insured a written analysis of the rate of premium 
charged. Under the present law companies are required to furnish such data 
to the insured. 

Filinois is considering legislation to provide for a valued policy law. 

In Kansas a bill was introduced to limit the time for bringing of legal action 
under a fire policy tol year. The bill failed. 

In Wisconsin legislation is being considered that would permit fire, liability, 
burglary, plate glass and medical payment and other supplemental insurance to 
be written in the same policy with or without separate premium charge. 

In Maine legislation has been introduced for the purpose of clarifying the 
present law as to the requirement to file all policy forms and endorsement forms 
with the commissioner for approval before issuance or delivery. 


“MISCELLANEOUS” 


In North Dakota legislation was introduced, but failed to pass, which would 
have prohibited an insurance company writing hail insurance from declining a 
risk of hail insurance in order to limit its coverage or number of acres in a 
particular area. 

In Indiana legislation was proposed to create a small claims court in the de- 
partment of insurance. This court would have had jurisdiction of all claims, 
except life, in the amount of $250 or less. The judge of the court was to be ap 
pointed by the Governor. 

There is pending in California legislation which provides agents licenses shall 
be issued for a period of 2 years instead of for 1 year. 


RoyAL-LIvERPOOL INSURANCE GROUP, 
New York, N.Y., May 15, 1957. 
Proposed amendment of Atomic Energy Act. 


Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

Dear Ray: Thank you for sending me a copy of the report of the Joint Com- 
mittee on Atomic Energy accompanying H.R. 7383, which I have read with great 
interest (I am herewith returning the report as well as the copy of the bill to you, 
as you requested). 

As you know, the amendments proposed by the Atomic Energy Commission 
have been repudiated by the Joint Committee and the bill as reported out is 
substantially the same as the Anderson bill which was reported out by the same 
committee last year but never brought up for debate on the floor of either House. 
As a result, the AEC is again given the right to establish the amount of required 
private insurance at less than the industry capacity if it deems such to be 
justified on the basis of certain criteria (including the cost and terms of private 
insurance). This, of course, is the most objectionable feature from our stand- 
point. However, the discussion of this feature on page 20 of the report helps us 
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to some extent by stating that “The reference to the cost of insurance * * * is 
not intended to encourage the Commission to undercut the amounts of private 
insurance provided at reasonable rates.” The report goes on to say, however, 
that the AEC would have authority to establish lower amounts of private in- 
surance “if the rates appear high and all other factors indicate a lower amount 
is appropriate” and further describes the bill as giving the AEC “a chance to 
look at the economics of the operation * * * in deciding the amount of financial 
protection which may be required.” Elsewhere in the same paragraph it is in- 
dicated that the AEC must establish the criteria by regulation so that all similar 
projects are treated alike and it removes the possibility of public or cooperative 
power bodies being favored in this respect. On balance, it would appear that 
our syndicate capacity will go for nought if AEC should decide our rates are 
too high, particularly in reference to the smaller reactors. ; 

Of greater importance to the national board and the property side of the 
business is the discussion on page 10 of the extension of the AEC indemnity so 
as to cover damage to offsite property of the operator (i.e. property beyond the 
battery limits of the reactor itself, such as the surrounding buildings of a uni- 
versity, as well as property owned by the operator at a distinctly different lo- 
cation)? The feeling of the Joint Committee is that the operator with respect 
to damage to such offsite property should be in the same position as any other 
third party owner whose property is damaged. The report states that NELIA 
is considering the expansion of its policy so as to recognize similar claims for 
damage to offsite property. 

This affects our property insurance interests in two ways: (1) it impinges 
upon a field of property coverage which is contemplated by NEPIA (NEPIA has 
always intended to provide by endorsement coverage of surrounding buildings, 
such as those owned by a university) ; and (2) it impinges upon the possible 
field of “by back” coverage which the property insurance business is presently 
studying in relation to its intended exclusion of radioactive contamination under 
its standard coverages. Of course, one might argue that the situation is no 
different from that obtaining with respect to property owned by third parties 
generally, all of which has a possible claim against the AEC under its proposed 
indemnification and that there would still remain a field for first party coverage 
since the latter would afford a more certain avenue of recovery to the owner. 
Nevertheless, our side of the business should give immediate study to this aspect 
in order to determine what position we intend to take in reference to the bill. 

Of course, the proposed AEC indemnity covering all property claims (excluding 
only the reactor itself) could offer a convenient basis for our proposed exclusion 
of radioactive contamination from our standard coverages, but we should recog- 
nize that such amounts to an abdication of this field by property insurers. 

The separate views of Representative Holifield set forth at page 35 et seq. 
are interesting. I am not sure whether he is on our side or not: on page 36 he 
includes “insurance companies” with the large utilities and industrial com- 
panies and says that they “are not willing to adhere to the tenents of free 
enterprise’; but then on page 37 he says he is sure that the insurance com- 
panies are using good business judgment and prudence in limiting their ca- 
pacities to cover these risks. His arguments against the expanded “bureau- 
cratic control” on page 39 reflect my own views and his specific reference to the 
power of AEC to control rates for private insurance should send a slight chill 
down our backs. 

I am sending a copy of this to Mr. Herd who is the new chairman of NEPIA 
in order that he may consider the points I have mentioned above. 

Yours very truly, 








Chairman, Committee on Laws. 

P.S. Section 3(u), in defining “public liability” to include “damage to prop- 
erty of persons indemnified,” contains the proviso that “such property is covered 
under the terms of the financial protection required.” This proviso by its 
reference to “financial protection required” would seem to refer to the liability 
insurance required to be carried by the operator and this may tie in with the 
reference on page 10 of the report to the pending reconsideration of NELIA’s 
policy so as to make it include offsite property of persons indemnified, which 
is more or less confirmed on page 19 where the report says that “The protec- 





* See also p. 18 of the report which confirms this interpretation. 
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tion of the offsite property of the persons indemnified will be available only if 
the basic insurance policies also cover this property.” However, the second 
sentence following on page 19 is not clear where it says, “It did not seem right 
that the U.S. Government could be forced to pick up the damages at another 
plant of the firm owning and operating a reactor which suffers a runaway while 
the private persons would obtain relief out of the insurance benefits.” The lat- 
ter would seem to refer to ordinary property insurance coverage rather than 
extended liability insurance. However, this interpretation is contradicteg by 
the statement on page 10 that “it is not expected that there will be insurance that 
any company can buy to protect against damage from a runaway reactor located 
somewhere else” (which seems to negate the possible availability of property 
insurance covering externally caused radioactive contamination, etc.). 

The questions we should determine are as follows: 

1. How does the AEC intend to deal with property insurance covering offsite 
property if it becomes available from private insurance companies? 

2. Does ABC intend to define the requirement for such property insurance as 
a part of the “financial protection” required? 

3. Would private insurance companies have any right of subrogation against 
not only NELIA but also AKC in the event of damage to offsite property covered 
by specific property insurance? 

4. Is the Joint Committee aware of the intent of NEPIA to cover university 
buildings surrouding a reactor and like situations? 


McK, 
May 15, 1957. 


OFFICE MEMORANDUM 


To: Mr. J. Raymond Berry, General Counsel. 

From : Jack G. McKenzie. 

Subject : Chicago office, report on legislation, May 10, 1957. 
Mr. W. L. Martin reports on the following States: 

Illinois 


House bill 906: This bill would require examination of companies every 2 
years. It would also provide for semiannual reports for certain companies 
This legislation is sponsored by a Chicago legislator attempting to correct condi- 
tions that occurred due to the failure of some small automobile insurance com- 
panies. The department does not look upon the legislation with favor. 
Iowa 


Adjourned May 9. 
Michigan 

No action on bills in which we are interested. The legislature is attempting 
to set adjournment for May 24. 
Missouri 

No particular action on bills. May 30is set for adjournment. 
Nebraska 

No particular action. 
Ohio 

No particular action. 
Oklahoma 

House bill 501: Insurance code—is in the senate where action is expected on 
it next week. The Oklahoma Legislature expects to adjourn May 30. 
Wisconsin 

Senate bill 264. Standard fire policy. This bill was amended at our sugges 
tion and has passed the senate and is now in the house. 

House bill 193. Condemnation of buildings. This bill has been amended 
and, with the amendment adopted, we have no further interest. 

House bill 490. This bill requires the settlement of automobile claims within 
a certain time. The bill is not moving. 

House bill 667: This is an anticoercion bill. This bill has been reported 
favorably from the house committee. It has been amended, but we do not like 


it as amended. Orville Ware, who represents life companies in legislative 
matters, is of the opinion this billis dead. This I doubt. 
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May 15, 1957. 
_W. D. YERKES, 
asi Supervisor, Department of Insurance, 
Olympia, Wash. 
Deak BiLi: I received your letter of May 1. We, of course, do not contem- 
late the use of the standard fire policy. However, I understand your position 
Sai your statute and one course seems inevitable, that being to pursue an 
amendment of your law, not only to take care of this situation, but also the 
Railroad Insurance Rating Bureau. 
This we will do with the help of the national board at the next session of 
your legislature and, I hope, with the backing of you and your department. 
Sincerely, 
JOSEPH G. BILL. 


May 17, 1957. 
Proposed amendment of Atomic Energy Act. 
Mr. J. V. HERD, 
Chairman of the Board, American Fore Insurance Group, 
New York, N.Y. 

DEAR Vic: Clay has sent you a copy of his letter of May 15 to me, with 
reference to the above subject. j ? 

He has listed four questions at the end of his letter which he says should 
be determined. I agree with Clay but I have an additional question which 
perhaps grows out of the fact that I have not been sitting in on the develop- 
ment of NEPIA and NELIA. 

It is this: Has a business decision yet been made that the property insur- 
ance business will not issue policies protecting the public from property loss 
resulting from a nuclear incident at some reactor some distance away? It 
seems to me the lack of clarity in the joint committee’s report can be attributed 
partly to their failure to have a clear statement of our position on this point. 

The legislation seems to be pretty well fixed as to form, but a lot of things 
could still happen to it. So if the above question has not been definitely deter- 
mined, I suggest there may still be time to determine it and protect the property 
insurance field from being blocked out of a whole area of property insurance 
while Government indemnity moves in. 

As I read the bill in its present form—the casualty companies will be paying 
these losses—up to their limits—with no one to take subrogation against, except 
in an isolated case. If they can afford to do it—why can’t we—when we'd have 


a general subrogation right—and in addition we have more capacity? 
Best regards, 


Sincerely, 
J. RAYMOND Berry, General Counsel. 


(Copy to L. A. V. and Jack G. McK.) 


May 17, 1957. 
Industry subcommittee on uniform surplus line laws. 


Hon. DoNALD KNOWLTON, 
Commissioner of Insurance, 
State House Annez, 
Concord, N.H. 


Deak Don: This will acknowledge your letter of May 14, with reference to 
the above. 

There has been no meeting of the industry committee since the December 
meeting of the commissioners. I do not believe there has been any change 
of viewpoint on the part of some members. They felt this was not a matter 
for NAIC action and further felt the committee should be discharged. (I hasten 
to add I don’t feel that way.) 

I have received some slight encouragement to the effect that principles—as 
distinguished from a bill—might be agreed upon. I will try and draft a set 
of principles and send it to the committee members for their views. Some on 
the committee are from the west coast and it is quite hard to ask them to 
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make a special trip east just for this. However, I expect they will ai 
at Atlantic City and we will try for a meeting early in the week with a hope 
the commissioners will hear us later. 

Best regards. 


Sincerely, 
J. RayMOND Berry, General Counsel. 


May 20, 1957, 
NUCLEAR INSURANCE RATING BUREAU 


New York, N.Y. 
(Attention Mr. Joseph G. Bill, assistant general manager and counsel.) 


Dear Joe: Thank you very much for your letter of May 15, 1957, in eop. 
nection with our refusal to accept your application for license to do business as 
a rating organization in this State. 

We appreciate your attitude, but I am sure that you understand that oy 
statutes would not permit a license under these conditions. I can assure you 
that we would have no objection to a revision in our statutes wherein the Nuclear 
Insurance Rating Bureau could assume jurisdiction over this type of coverage. 
However, it should not overlap the jurisdiction now held by the Washington 
Surveying and Rating Bureau as to fire insurance. 

Yours very truly, 


W.D. YeRKEs, Rate Supervisor. 


STATE oF NEW HAMPSHIRE, 
INSURANCE DEPARTMENT, 


Concord, May 20, 1957, 
RAYMOND BERRY, 


General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: Thanks for your letter of May 17. I do not think I was aware of 
the fact that some of the members of your subcommittee on uniform surplus 
line laws felt this was not a matter for NAIC action and thought the committee 
should be discharged. If this turns out to be the position of the majority of your 
committee, I suppose we might as well face it and accept a report to this 
effect. 

If, however, you think a set of principles would be of some value, it would 
be demonstrating progress if you could present these to the NAIC subcommittee, 
which I am now informed will meet on Monday, June 10, at 2 o’clock in the 
afternoon in Atlantic City. If your report will not be ready at that time, I 


would like at the subcommittee meeting a frank discussion of what we should 
do. 


Sincerely yours, 
DONALD KNOWLTON. 


OFFICE MEMORANDUM 


May 20, 1957. 
To: Mr. J. Raymond Berry, general counsel. 


From: Jack G. McKenzie. 

Subject : Chicago office, report on legislation, May 17, 1957. 
Mr. W. L. Martin reports on the following States: 

Illinois 


Senate bills 40, 42, and 43: These bills relate to the expansion of underwriting 
powers for town mutual insurance companies. They have been unfavorably 
reported by the committee and are apparently dead. 

House bill 906: This bill would require the filing of semiannual statements 
and the examination of insurers every 2 years or more frequent. The bill has 
been amended. As amended it applies only to domestic insurance companies who 
have been authorized to do business in the State for 5 years or less. 
Missouri 


Senate bill 226. This bill amends the standard form fire policy. It has passed 
both houses and is now awaiting the Governor’s approval. 
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Substitute for senate bills 230 and 237, which relate to the creation of a 
fire marshal’s office and a fire prevention bureau. This bill has been amended, 
deleting the section that would have levied a tax on insurance companies to 
maintain the functions of these bureaus or offices. Since the amendment, we are 
not primarily interested in this bill, but will continue to watch it. 


homa 

ae pill 501. This is the insurance code and, after certain amendments 
to which we agreed, it passed the Senate. It goes back to the house for con- 
currence or to a conference committee. ; 

House bill 619. This bill would create an insurance rating board. If the 
code passes, this bill is not expected to be enacted. 
Michigan 

Senate bill 1164. This bill has several amendments to the insurance code, 
one of which is our amendment for the extension of time for filing annual state- 
ments. The bill has passed both houses of the legislature. 


Nebraska 

No particular action affecting us. 
Wisconsin 

House bill 667: This is an anticoercion bill, sponsored by the Wisconsin agents. 
Amendments have been drafted to this bill, as given to you by telephone, and 
will be introduced today. It is apparent the life people will oppose these 
amendments. They want the present law to remain as it now is, with the 
exception of adding a penalty section. They also think this act should be in the 
criminal code rather than in the insurance laws. 


(Copy for Mr. Berry) 


Royat-GLose INSURANCE GROUP, 
May 21, 1957. 
Proposed amendment of Atomic Energy Act 
Mr. J. Victor HERD, 
Chairman of the Board, American Fore Insurance Group, 
New York, N.Y. 

Dear Vic: I sent you a copy of my letter to Ray Berry dated May 15, and 
Ray in turn has addressed to you his own letter of May 17, both pertaining to the 
proposed Federal legislation authorizing AEC to extend a Government indemnity 
with respect to liabilities flowing from the operation of licensed nuclear energy 

rojects. 

' As you may know, Nelia’s committee held a meeting the other day at which 
this subject was discussed. The general understanding is that the Joint Com- 
mittee on Atomic Energy is under the impression that property insurance cover- 
age to protect against the risk of radioactive contamination is not and will not 
be generally available. This impression has resulted no doubt from the failure 
of the property insurance representatives to define their intentions in this 
respect. Hence, the Joint Committee felt impelled to do something to fill the 
vacuum and, as indicated in their report, this inclusion of property coverage 
for the operator was the only way they knew to accomplish the objective. 

Apparently, they feel that the inclusion of property damage claims of the 
public generally under the liability insurance afforded by Nelia and under the 
proposed Government indemnity will take care of all third parties and 
that the only omission is the coverage for the offsite property of the first 
party (i.e, the operator), which they have now proposed to have included 
under both the Nelia coverage as well as the Government indemnity. Presum- 
ably, the working of the bill contemplates that AEC in issuing its regulations 
pertaining to required financial protection would insist upon the private insur- 
ance (Nelia coverage) being extended to include damage to offsite property 
owned by the operator, and in such case the bill permits the Government in- 
demnity to be similarly extended. Of course, there is nothing in the law which 
can compel Nelia to extend its coverage in this manner and failure to do so on 
its part would (according to the wording of the bill) result in no property 
coverage for the cperator under the Government indemnity either. The implied 
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threat, however, may be that if Nelia refuses such extension of coverage then 
AEC may consider private insurance to be generally unacceptable and ma 
decide to bypass private insurance entirely in issuing its regulations with r 

to required financial protection, thus allowing the Government indemnity to 
preempt the field. 

The Joint Committee seems to be aware of the artificiality of its propogeg 
inclusion of first party property damage under a legal liability insurance contract 
and at one part of its report it says in a rather feeble manner that “it ig not 
expected that the person indemnified would have to sue himself to prove liabil- 
ity.” If there are third-party claims involved then it is understandable that 
the question of liability could be settled with reference to these and the first 
party property damage claim of the operator could follow along in the wake 
so to speak. However, if the first party property damage claim is the only 
claim involved (which could happen, especially in the case of an experimental 
reactor surrounded by university buildings), then it is not clear just how the 
question of legal liability would be settled. You will appreciate also that such 
a claim for property damage to the off-site buildings owned by the operator 
could be of great magnitude because of the “loss of us” feature which could be 
almost inestimable. Ray Berry’s point is also well taken that NELIA would 
have no right to subrogation against anyone in settling these property damage 
claims. 

I think everyone would agree that the cleanest and best way of handling 
property damage claims of the operator would be to make available to him 
(through NEPIA or otherwise) property damage insurance which would protect 
against the risk of radioactive contamination. It has always been my under. 
standing that NEPIA intended to do this by adopting an appropriate endorse- 
ment for attachment to its primary policy issued to an operator with respect 
to any surrounding buildings; it should not entail any greater exposure for 
NEPIA to issue a similar endorsement with respect to off-site buildings at 
another location (i.e., those which do not immediately surround the reactor). 
As far as I know, this subject is still in the development stage in the hands of 
NEPIA’s advisory committee. If we still intend to do this, it would seem we 
should make known our intentions to the Joint Committee in order that one 
of its members may initiate floor action in the Congress to delete the provision 
for first party property coverage. 

Third party claims for property damage are not immediately involved in 
this discussion since, at all events, they would come under both the NELIA 
coverage as well as the proposed Government indemnity. However, now that 
the Joint Committee has limited its proposed extension of coverage to property 
owned by the operator, it would seem that the national board committee should 
reactivate its study of this subject and come forward with a defined program 
of exclusion and “buy-back” coverage. Further hesitancy on our part may lead 
to demands for further extensions of the Government indemnity. The avail- 
ability of subrogation rights for the property insurer against both NELIA and 
the AEC under the Government indemnity should encourage the issuance of 
property insurance generally covering the risk of radioactive contamination. I 
realize that you are not chairman of this national board committee and have 
no direct responsibility for it but I think it deserves mention in view of the 
close relationship of the two subjects. 

Sincerely, 


H. Giddy 
Deputy U.S. Manager. 


P.S.—Personally, I would favor the immediate adoption of a “radioactive 
contamination” exclusion for the extended coverage endorsement and the 
explosion policy without doing anything immediately in the way of an exclusion 
under the standard fire policy. My reason is that such could be done without 
difficulty and I feel that our principal exposure to liability is under our various 
“explosion” coverages (I do not feel that we have any great exposure under 
our standard fire contract, but in good time this could be appropriately amended 
so as to remove any doubt—we still have to do the same thing in reference to 
the modern war exclusion clause). This would enable us then to come forward 
with a new endorsement affording a “buy-back” coverage for radioactive con- 
tamination at a realistic premium which wold take into account our chances of 
subrogation against the owner and recovery under both the NELIA insurance 
and the Government indemnity (assuming that the latter is enacted into law). 


H. C. J. 
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OFFICE MEMORANDUM 
May 23, 1957. 
To: Mr. J. Raymond Berry, general counsel. 
From : Jack G. McKenzie. ; 
Subject : Chicago office, report on legislation, May 23, 1957. 
Mr. W. L. Martin reports on the following States today, inasmuch as he will 
be out of Chicago tomorrow. 


Illinois 

Senate bill 193: This bill provides for a review of the orders and decisions of 
the insurance department under the Administrative Review Act of the State of 
Illinois. The department at one time disclosed an interest in the passage 
of this legislation. The department has now lost its enthusiasm for this legisla- 
tion and it is expected to die in committee. 

House bill 84: This bill would have precluded the issuance of temporary 
licenses to agents. It has been killed in committee. 


Michigan 
No action of interest. 


Missours 
Nothing new since last week. 


Nebraska 
The legislature is expected to adjourn about June 15. No actions affecting us. 


Ohio 
No particular actions of interest to us. 


Oklahoma 

House bill 501: Insurance code. The insurance code, as amended by the Senate, 
has been concurred in by the house and is now awaiting the Governor’s signature, 
if not already signed by him. 

Oklahoma should adjourn the first of next week. 


Wisconsin 

House bill 667: Anticoercion bill. This bill, as last amended, which amend- 
ments were agreeable to us, passed the house notwithstanding opposition from 
Orvil Ware, representing the life people, with only one dissenting vote. 

House bill 193: This legislation relates to the condemnation of property. It 
has been favorably amended as far as we are concerned and has passed the 
house. With the amendments we have no further interest in this legislation. 

Senate bill 264: This bill amends the standard fire insurance policy. We have 
no objection to the legislation. It has passed both houses and is awaiting the 
Governor’s signature. 


May 31, 1957. 
To: Mr. J. Raymond Berry, general counsel. 
From: Jack G. McKenzie. 
Subject: Report on legislation, Chicago office, May 31, 1957. 
Mr, W. L. Martin reports on the following States: 
Illinois 


House bills 281 and 282: Valued policy law. These bills have been put over 
for hearing until June 18. Since the legislature is expected to adjourn the 
last of June, the delay in the hearings of these bills probably means they will 
not be enacted. 

House bill 529: This is an anticoercion bill. Hearings on this bill have been 
ames until June 18. The automobile dealers are vigorously opposing this 

on, 

House bill 339: This is an adjusters licensing bill. It is poorly drawn and 
has had much opposition. The bill was set for hearing 3 weeks ago, but has not 
as yet been heard. It is unofficially reported the bill will die in committee. 
Michigan 


No particular activity of interest to us. 
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Missouri 


The Missouri Legislature should adjourn today or tomorrow. There js no 
particular activity of interest to us. 


Nebraska 


There has been no activity in the legislature concerning us. They are ey. 
pected to adjourn about the middle of June. 
Ohio 

No action in Ohio of particular interest to us. 
Wisconsin 

House bill 667: Anticoercion bill. This bill as amended in the house pasgseg 
the house and is now in the senate. They expect minor amendments in the 
senate to which we have no objections. 

House bill 456: This bill relates to the kinds of insurance that may be written 
in one policy. It was introduced at the request of the Wisconsin Mutua] 4}. 
liance primarily for the benefit of the small Wiscon mutual companies. It has 
passed both houses of the legislature. 

Commissioner Rogan at one time expressed his opposition to the bill ang 
stated he was going to introduce legislation dealing with this same subject 
matter. He has since abandoned that idea. Before Rogan recommends to the 
Governor to sign this bill, he wants the companies to agree to file with him 
certain statistical data on the kinds of insurance written in one policy. 

Bill Martin wants to talk to you concerning this. 





NUCLEAR INSURANCE RATING Bureau, 
New York, N.Y., June 5, 1957, 
Mr. R. M. BECKWITH, 
Manager, Inter-Regional Insurance Conference, New York, N.Y. 


Dear Mr. BeckwitH: Thanks for yours of June 3, with regard to this burean’s 
status in the District of Columbia. 

Actually, the District department is not unwilling to grant us a license but 
is of the opinion that it cannot do so under its statutes. 

We will, through the national board and with the acquiescence of the insur. 
ance department, pursue the necessary amendment of the District’s laws. 

Yours very truly, 
JosEePH G. Brit. 


Dear Ray: Have we made any progress on the proposed legislation? 





APPLICATION FOR LICENSE To Do BUSINESS AS A RATING ORGANIZATION IN 
WASHINGTON 
INSURANCE COMMISSIONER, 
State of Washington, 
Olympia, Wash.: 

In compliance with the provisions of the insurance code of the State of Wash- 
ington, applicable to ratemaking for the kind(s) of insurance specified herein, 
the Nuclear Insurance Rating Bureau hereby makes application for a license to 
do business as a rating organization in the State of Washington for the follow- 
ing kind(s) of insurance: 

Insurance against loss resulting from physical damage to— 

(a) designated nuclear facilities, including property associated therewith 
and subject to radiation damage therefrom ; 

(b) other property directly related to such nuclear facilities; 

(c) other facilities involving substantial quantities of radiation. 

For the purposes of this application the following are enclosed herewith: 

(1) Copy of constitution or articles of agreement or association, or cer- 
tificate of incorporation, or trust agreement, and bylaws, rules, and regula- 
tions governing the conduct of applicant’s business. (Constitution and by- 
laws attached.) 

(2) List of insurers who are or have agreed to become members of or 
subscribers to applicant organization. (No subscribers at present.) 
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(3) Name and address of resident in Washington upon whom notices or 
orders of the commissioner affecting applicant organization or legal process 
against it may be served: New World Life Building, Post Office Box 1818, 
Seattle 11, Wash. 

(4) A statement of the qualifications of the applicant as a rating organi- 
zation. (Attached.) 

(5) Check in the amount of $25 to cover the license fee. (Attached.) 
This application signed at New York, N.Y., this 14th day of June 1957. 


NUCLEAR INSURANCE RATING BUREAU, 








By : 
Assistant General Manager and Counsel. 


From: The National Board of Fire Underwriters Committee on Laws. 
For Jack G. McKenzie. 
OFFICE MEMORANDUM 
JUNE 17, 1957. 
Re insurance codes. 
To: W. L. Martin, W. F. Williams. 
From: General Counsel Berry. 


Whenever a new code is being introduced, in the absence of further instruc- 
tions from this office, please see to it that the marine business is taxed on a 
profits tax basis. In other words, that the marine business is excluded from the 
premium tax and is placed on a profits tax basis. The New York law is a good 
example or how it can be handled. a 

J.R. B. 


JUNE 17, 1957. 
To: Mr. J. Raymond Berry, general counsel. 
From: Jack G. McKenzie. 
Subject : Chicago office, report on legislation, June 14, 1957. 


Mr. W. L. Martin reports on the following States: 


Wisconsin 

House bill 667: This is the Wisconsin agents anticoercion bill. This bill has 
been amended to our satisfaction. There is a possibility of further minor 
amendments in the senate. The bill has passed the house. 

Senate bill 531: This bill relates to the writing of livestock insurance. It 
permits such insurance to be written without the use of the standard form fire 
policy. The bill has passed both houses. 


Illinois 
I have no definite information on any particular legislation in Illinois. 


ExcerPts F'roM MINUTES OF THE COMMITTEE ON LAW FOR JUNE 19, 1957 
STATE LEGISLATION 


West Virginia, recomputation of fire marshal taz.—Companies have received 
from the insurance department a recomputation of the fire marshal tax. The 
tax base was changed at the 1957 session. The effective date of the new law and 
the due date of the tax under the old law were identical. The attorney general 
has ruled the old law controls. Our local counsel does not agree with the at- 
torney general’s opinion, but we are nevertheless recommending to companies 
that they pay on the recomputed basis. The amount involved is small, only 
1 year is involved and companies get a waiver of tax when the fire marshal’s 
fund is sufficiently large to permit such waiver. 


NUCLEAR FACILITIES, RATING LAWS 


‘ The Nuclear Insurance Rating Bureau is having difficulty in some eight 
jurisdictions in obtaining a rating bureau license, due to language of the rating 
laws in those jurisdictions. General counsel asked if there was any objection 
to attempting to amend the laws to make them broad enough for the bureau to 
obtain a license. There was no objection provided the possibility of filing 
through presently licensed bureaus is first explored. 
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NAIC CONVENTION, ATLANTIC CITY, N.J., JUNE 10 TO 14 


There were two items before the convention to which general counsel directeg 
attention. 

(1) Uniform surplus line law study.—The industry committee reported there 
are substantial differences of opinion among members as to the need for and 
the nature of any uniform surplus line law which might be recommended for 
adoption by the several States and for that purpose it was not in a position to 
submit recommendations to the appropriate committee of the NAIC. The com. 
missioners’ subcommittee was instructed to report back to the laws and legisla. 
tion committee at the December meeting “proposing salient features which 
should be a part of any surplus line law.” 

(2) Modification of term rule—The chairman of the fire and marine cop. 
mittee was instructed to appoint a subcommittee to study this subject and meet 
with committees of all segments of the industry and report back to the parent 
committee. It was the consensus of the laws committee that in the absence of 
a request, no action need be taken by it. 


JUNE 19, 1957, 
Nuclear Insurance Rating Bureau. 
Mr. K. R. UNDERWOOD, 
Manager, Insurance Rating Bureau of the District of Columbia, 
Washington, D.C. 


Dear Ken: Since your letter of June 7 I have been in touch by telephone with 
Mr. Bill of the Nuclear Insurance Rating Bureau and with Mr. Berry of national 
board. 

When Mr. Bill wrote to Mr. Beckwith to the effect that they would, through 
the national board and with the acquiescence of the insurance department, pur. 
sue the necessary amendment of the District’s laws to permit the licensing of the 
Nuclear Insurance Rating Bureau, he was following the instructions given him 
by the executive committee of that bureau. Both Mr. Bill and Mr. Berry have 
assured me that no steps will be taken to institute the revision of the laws in 
the District without complete liaison with our bureau. 

Yours very truly, 
W. R. Ewatp, 
Chairman, Governing Committee, 
Insurance Rating Bureau of the District of Columbia. 


From: The National Board of Fire Underwriters, Committee on Laws. 
For: Jack G. McKenzie. 
JUNE 20, 1957. 

Standard policy study committee JRB 4-22-57. 
Mr. HuGH HARRISON, 
Counsel, Travelers, Hartford, Conn. 

Dear Hueu: Thanks for your letter of May 22, with reference to the above. 
My advices are as follows: 

1. The standard fire policy is prescribed by statute in the following States: 


Arizona North Carolina 
California North Dakota 
Connecticut Oklahoma 
Idaho Oregon 

Iowa Pennsylvania 
Louisiana Rhode Island 
Michigan South Dakota 
Nebraska Virginia 
Nevada West Virginia 
New Jersey Wisconsin 
New Mexico Wyoming 
New York 


and the Territories of Alaska and Hawaii. 


| 
| 











aerTrTrTror aos & 


aes T 


Bporr -_e& 


e 


THE INSURANCE INDUSTRY 4045 


2. The insurance commissioner is empowered by statute to approve policy 
forms and has approved the standard fire policy as the one form of fire policy, 
in the following States: 


South Carolina 
a 
_— Washington 


8. The insurance commissioner is empowered by statute to approve policy 
forms but has not approved the standard fire policy as the one form of fire policy 
in the following States: New Hampshire, Texas. 

4, All of the remaining States use the standard fire policy by virtue of bureau 

eement. 
ei 5 is answered in 4. 

As to permissible variations in the declaration page, I have checked this with 
Harry Perlet and he tells me that variations are permitted in all States but 
Oregon and Missouri. He takes advantage of these variations to change the 
first page of his multiple peril contracts. 

I don’t think the above information, however, goes as far as you need to go. 
None of the States, where there are statutory contracts required, permits any 
changing of the policy conditions—in fact, they do not permit rearrangement of 
policy conditions. Basically, it is the modification and rearrangement of 
policy conditions in the light of multiple line development that present the 
problem that your committee faces. 

Best regards. 

Sincerely, 
J. RAYMOND Berry, General Counsel. 


JUNE 21, 1957. 
To: Mr. J. Raymond Berry, general counsel. 
From: Jack G. McKenzie. 
Subject: Chicago Office: Report on legislation, June 21, 1957. 


Mr. W. L. Martin reports on the following States: 


Illinois 


House bill 1282: This bill amends the Revenue Act of 1939 making it applica- 
ble to foreign and domestic companies. Under the present law it applies only 
to domestic companies. It is my opinion insurance companies are exempt from 
the application of this act, but must make reports. 

I talked with the author attempting to have the bill amended to eliminate the 
necessity of making reports where no tax is payable. The author opposed this 
amendment on the grounds that time did not permit. If the bill gets to the 
senate, will offer amendment there. 

This bill was on third reading in the house when I talked to the author. It 
was called up for action, but a postponement was requested by the author. 
Apparently-he did not have adequate votes to pass the bill. It is my opinion 
the bill will die in the house. 

Senate bill 497: This bill would place a lien, in favor of the State, upon all 
real and personal property of recipients of old-age assistance. The adminis- 
tration is for this bill; but there is much opposition to it and passage is doubt- 
ful. This bill includes insurance and an effort is being made to have the bill 
amended to where the State would have to give actual notice of the lien to the 
companies. 


The Illinois Legislature is scheduled to adjourn sine die by the end of next 
week, June 29. 


Nebraska 
The Nebraska Legislature adjourned June 20. 
Wisconsin 


There is no particular action in Wisconsin of interest to us. 
The Wisconsin Legislature is expected to adjourn during the week of June 24. 
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(Copy toL A V and J G McK) 


JULY 1, 1957, 


Re: Yours of June 21—FTC v. Commercial Travelers. 
Mr. H. CLAy JOHNSON, 


Deputy U.S. Manager, Royal-Liverpool Insurance Group, 
New York, N.Y. 


Dear CLAY: I did not read the New York Times article of June 20 to which 
you refer, but I do not look on the Commercial Travelers’ ruling as an FTG 
switch from its previous position where it claimed exclusive Federal jurisdic. 
tion to an “irreducible area.” I see its present position as merely a supple- 
mentary position and only the first of at least two supplementary positions, 

To put it another way, if the Federal Trade Commission had been able to win 
the American Hospital and the National Casualty cases, it would not have had to 
worry about the Commercial Travelers’ case. If it now wins the Commercig] 
Travelers case it will not have to worry about the radio and television cases, In 
each decision in these various situations the FTC expects to pick up some lap. 
guage which will be of assistance to it in later cases. As a matter of fact, in 
= National Casualty case it has gotten some of the language it was looking 
or. 

In my judgment you will almost certainly see the “irreducible area” argument 
reviewed in the radio and television advertising cases and that argument will be 
strengthened by some quotes from circuit courts in cases that the FTC lost. In 
other words, they shot for the moon on the weakest cases, expecting to miss but 
hoped to pick up some helpful language. If they won they were home free, 
Having lost, they will still pick up some helpful language for the cases they ex- 
pect to win. 

In your second paragraph you say “certainly, the total absence of legislation 
on this subject (insurance advertising) in many States will afford FTC at 
least a partial jurisdiction.” I don’t agree that this is a certainty. I don’t know 
of any authoritative opinion completely ruling out the possibility of extra. 
territorial effect of home State regulation and up to the time such an opinion 
comes down, I don’t wan to agree to any “certainty.” 

I don’t think I agree with you that the issue of exclusive Federal jurisdiction 
is a worse issue to fight than the issue of adequacy of State regulation. You 
would at least have this satisfaction with the issue of exclusive Federal jurisdic- 
tion—you would come closer to a clean cut answer than you would when dealing 
with the issue of adequacy of State regulation. Furthermore, my guess is the 
number of situations that could be brought before the court on the question of ex- 
clusive jurisdiction would be only a small fraction of the situations that could be 
brought up on the issue of adequacy of State regulation and I’m not sure that 
a “win” on adequacy necessarily stays won. 

I agree with you that FTC jurisdiction as to A & H insurance advertising need 
not serve as any precedent with regard to FTC jurisdiction in other areas of 
insurance regulations. But again, I am apprenhensive of language in such deci- 
sions, i.e., dealing with A & H insurance advertising, which can be used by FTC 
to at least argue it has a jurisdictional area with regard to rates. Again, I agree 
that this has to be watched very closely—not solely as to the language of the 
opinion but as to type of case that is going to be litigated. You fortunately are 
in a position to do something about that. 

Best regards. 

J. RayMonpD Berry, General Counsel. 


Royat LiIverRPOoL INSURANCE GROUP, 
New York, N.Y., June 21, 1957. 
Mr. J. RayMonpD BERRY, 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: According to the article appearing in the New York Times on 
June 20 the FTC examiner’s ruling in the recent Commercial Travelers case 
shows an intention on the part of FTC to switch from its previous position 
claiming exclusive Federal jurisdiction within an “irreducible area” and to 
adopt a new approach which would base its jurisdiction upon the absence of 
adequate State regulation. Perhaps I am reading too much into this examiner's 
ruling but it seems significant that the FTC has waited until after the adverse 
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decisions in the fifth and sixth circuit courts to adopt what always appeared 
pn to be the most obvious approach. . 
between the two approaches, we would of course prefer to fight the issue 
i adequacy of State regulation rather than the issue of exclusive Federal 
: diction, the former being within the area of State control by remedial 
egislation whereas the latter would be completely outside that area of control 
: tained by the Federal courts. Nevertheless, I do not have too much 
sonfidence in the adequacy of State regulations pertaining to insurance adver- 
tising and, certainly, the total absence of legislation on this subject in many 
States will afford FTC at least a partial jurisdiction. : 
One other optimistic view of the new attitude is that whatever jurisdiction 
succeeds in establishing with respect to accident and health insurance 
advertising need not serve as any precedent with respect to its jurisdiction in 
other areas of insurance regulation (e.g., fire and casualty rates). It is pos- 
sible, however, that the renewed emphasis upon the adequacy of State regula- 
tion in the accident and health field might lead to some new judicial pronuncia- 
tions on this subject which would impair the system of State regulation estab- 
lished in these other fields as well and we will have to watch that very care- 
fully. 
Do you agree? 
Yours very truly, 
CLAY. 


STATE OF WASHINGTON, July 8, 1957. 
EPH G. BILL, 
en General Manager and Counsel, Nuclear Insurance Rating Bureau, 
New York, N.Y. 

Dear Joe: Since we returned to the office, we have reviewed your applica- 
tion as a rating bureau and have tried to determine some way that this might be 
handled through a ruling by the commissioner. 

I regret to have to advise you that we have not found any way that it could 
be done. It does not appear that there is any ruling that we could make that 
would not have the effect of changing the statutes and, of course, that cannot 
be done. I believe we will have to wait until the next session of the legisla- 
ture and then try to bring our code up to date and enable us to take care of 
situations of this kind as they may develop in the future. 

Sincerely yours, 
WILLIAM A. SULLIVAN, 
Insurance Commissioner. 
By Lee I. KUECKELHAN, 
Chief Deputy. 

P.S.—We are returning your check No. 57 in the amount of $25 made payable 

to the commissioner of insurance, Washington, date, June 14, 1957. — 


Joy 8, 1957. 
To: Mr. J. Raymond Berry. 
From: Jack G. McKenzie. 
Subject : Chicago Office, Report on Legislation, June 28, 1957. 
Mr. W. L. Martin reports on the following States: 
Illinois 


The Illinois Legislature will adjourn today or tomorrow. 

Senate bill 497: This bill requires persons on public assistance to assign their 
real and personal property, including insurance, to the county or State. The bill 
has been amended deleting reference to insurance. 

Senate bill 872: This bill would require the licensing of a person who forwards 
money on behalf of another person. The interpretation of this bill was such that 
it could include insurance agents. The bill was killed. 

House bill 1096. This bill is similar to Senate bill 872 above. It has been 
amended to exclude insurance agents, 

House bill 1282. This bill related to a capital stock tax upon intangibles. 
Insurance companies were exempt from the tax, but had to make reports. The 
bill has been tabled. 
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Wisconsin 
The Wisconsin Legislature will possibly adjourn tomorrow Saturday, 


Tune 


House bill 667. Agents anticoercion bill. This bill went to the house for Con. 
currence in senate amendments. Do not have the final action. 


From The National Board of Fire Underwriters Committee on Laws. 

For Jack G. McKenzie. 

JULY 16, 1957, 
Mr. JoHN A. NortH, 

President, Phoenix Insurance Co., 
Hartford, Conn. 


DEAR JOHN: This is in reply to your letter of July 8. 

First, let me thank you for your cooperation in resisting the passage of Senate 
bill 1168. I am sure you are happy at the outcome. 

I join with you in the feeling that Senator Bush’s suggestion should be taken 
up and, further, that he should be advised of the thanks of the business, | am 
writing him a letter on this latter point. 

I attach a lot of importance to Senator Bush’s observations. Unquestion. 
ably some of our proxy practices need to be brought up to date, and our exacu- 
tives, I think, need to have this impressed on their minds. I intend to mention 
it at laws committee and I hope you will raise the matter at the September 
executive committee meeting At that time you could get the views of your 
fellow executives on meeting the Senator. 

Best regards, 

Sincerely, 
J. RAYMOND Besry, General Counsel, 


P.S.—I am returning herewith the letters which accompanied your commp- 
nications of July 8 and 11. 


J. R. B, 


NATIONAL BOARD OF FIRE UNDERWRITERS 


JULY 26, 1957. 
To: J. Raymond Berry. 


From: W. F. Williams. 
Subject: Nuclear Energy Property Insurance Association. 


Mr. Wilson of the FIA has called Hartford re the NEPIS and they have asked 
him to take over negotiations. At his request, I turned my file over to him, but 
he knows you were doing some checking and that my part in the matter cannot 
be ended until I have heard from you. They are anxious to get the thing ironed 
out because one risk is already on binder in this State. 

W. F. WItirAs, 

P.S.—I am anxiously and somewhat “worriedly” hoping to hear some reac- 
tion from you regarding my long letter. Did I say too much? . 

W. F. W. 


From: The National Board of Fire Underwriters Committee on Laws. 

For: Jack G. McKenzie. 

JULY 29, 1957. 
Re Senate bill 1168. 
Hon. Prescott Busu, 
Senate Office Building, 
Washington, D.C. 


DeaR SENATOR BusH: On behalf of the stock fire insurance companies, men- 
bers of this organization, I write to thank you for the leading part which you 
played in obtaining an amendment to the above bill to exclude insurance com- 
panies. 

It is my own belief that had it not been for your strong opposition, the bill 
would have been reported without the exclusion. I am reporting this to our 
member companies. 

Yours very truly, 
; J. RayMOND Berry, General Counsel. 
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HARTFORD Fire INSURANCE Co., INC., 
Hartford, Conn., August 6, 1957. 
Mr. J. RaYMOND BERRY, 
Counsel, : 
The National Board of Fire Underwriters, 
New York, N.Y. 

Dear Mr. Berry: There is attached copy of a letter to Mr. John H. Shuttle- 

ton, president of the Loss Executives Association, which is essentially self- 
natory. , 

i submitting the problem to them in accord with the suggestion made at 

the meeting of the subcommittee on industrial uses of atomic energy held on 

July 23. It was also suggested that I submit the same questions to qualified 

legal counsel, which places the matter in your hands. 

The language employed in both the exclusion and assumption clauses appears 
clear and definite to the subcommittee but we nevertheless would appreciate 
your in 

rdia ours, 
r “4 A. L. POoLLey. 
p.S.—You will note that only the broad assumption clause has been submitted 
for an opinion in that the subcommittee decided that only one assumption en- 
dorsement should be provided. 





HARTFORD FIRE INSURANCE Co., INC., 
Hartford, Conn., August 6, 1957. 
Mr. JoHN H. SHUTTLETON, fi 
President, the Loss Executives Association, ent 
Care of Commercial Unton Group, New York, N.Y. 

Dear Mr. SHUTTLETON: As chairman of a subcommittee on industrial uses of 
atomic energy, charged with the duty of making recommendations as respects 
eliminating from the policies covering property damage in general use the loss 
which might result from nuclear accident or incident, I would appreciate a re- 
view of the following clauses by your association or as many of its executive 
committee as may be possible without the matter being delayed. 


“NUCLEAR PERILS EXCLUSION CLAUSE 


“This company shall not be liable for loss by nuclear reaction, nuclear radia- 
tion, or radioactive contamination, controlled or uncontrolled, whether such loss 
be direct or indirect, proximate or remote, or in whole or in part caused by 
or aggravated by fire or other peril(s) insured against in this policy ; however, 
this company shall be liable for direct loss by fire resulting from nuclear reaction, 
nuclear radiation or radioactive contamination.” 

It is the intent of this clause to exclude contamination and other damage by 
nuclear reaction or nuclear radiation under all circumstances but at the same 
time if such a nuclear accident should cause a fire to nevertheless accept liability 
for the loss caused by the fire only. 

Members of the subcommittee are hopeful that the above clause accomplishes 
this purpose but it would be helpful to have the opinion of loss officers as to the 
effectiveness of the clause were they faced with an actual loss. 

It is appreciated by the subcommittee that as respects statutory policies, such 
as the New York fire policy, the basie policy itself would probably have to be 
changed by legislative action in order to be certain of accomplishing the desired 
result. You need not attempt to pass judgment on that point. 

Like opinion on the following assumption endorsement intended to be placed 
on certain policies already carrying the exclusion clause is also requested. 


“ASSUMPTION ENDORSEMENT 
“(Nuclear Reaction, Nuclear Radiation, and Radioactive Contamination) 


“Coverage of this policy is extended to include direct loss by sudden and 
accidental nuclear reaction, nuclear radiation and radioactive contamination 
occurring within or arising out of material used or stored on the premises 
described in this policy, provided at the time of such loss there is neither a 
nuclear reactor nor any nuclear fuel on the described premises.” 
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It is object of this endorsement to affirmatively assume liability for nuclear 
losses in these risks, such as hospitals and universities, where isotopes an 
employed but not where there is a pronounced nuclear risk such as producej 
by a nuclear reactor or a nuclear fuel processing or reprocessing plant or Tisks 
storing nuclear fuel. 

The subcommittee is attempting to continue their studies expeditiously and 
therefore hope that within a period of 10 days the undersigned may have thp 
benefit of the opinion of a reasonable cross-section of your members, 

Very truly yours, 
A. L. Potzey, 


ProposeD AMENDMENT TO SECTION .19.17 OF WASHINGTON INSURANCE Cops 


Amend by adding a paragraph 3 to section .19.17 so paragraph 3 will read: 
“3. The provisions of paragraph 2 of this section shall not apply to any rating 
organization which is proposing to make rates— 
(1) Solely for insurance on operating properties of railroads; or 
(2) Solely for insurance against loss resulting from physical damage 
to— 
“(a) Designed nuclear facilities, including property associated there. 
with and subject to radiation damage therefrom ; 
“(b) Other property directly related to such nuclear facilities; 
“(c) Other facilities involving substantial quantities of radiation,” 


PRoposED AMENDMENT TO SECTION .19.17 of WASHINGTON INSURANCE Cope 


Amend by adding a paragraph 8 to section .19.17 so paragraph 3 will read: 

“3. The provisions of paragraph 2 of this section shall not apply to any rating 
organization which is proposing to make rates solely for insurance against loss 
resulting from physical damage to (1) operating properties of railroads or (2) 
designed nuclear facilities, including property associated therewith and subject 
to radiation damage therefrom; other property directly related to such nuclear 
facilities; other facilities involving substantial quantities of radiation.” 


AMERICA FORE INSURANCE GROUP, 
New York, N.Y., August 26, 1957. 
Re nuclear energy clause. 


Forms COMMITTEE, 
Loss Executives Association (Messrs. W. A. Quick, R. B. Bagley, J. B. 
Scheuerman, A. Wikman, F. W. Gambichler, R. H. Kutteruf, C. T. Spackman, 
and R. P. Halley) : 


Bnclosed is a copy of our report to Mr. A, L. Polley, vice president of the 
Hartford Fire Insurance Co. 

At the suggestion of Mr. J. R. Berry of the national board, the third line of 
the clause was changed to read “* * * uncontrolled, and whether such los 
be * * *.” You will recall the original language was “* * * uncontrolled 
whether or not such loss be * * *.” Mr. Berry felt that the language “or not” 
was redundant and might conflict with the phrase “all whether” appearing in 
line 2. 

It was not felt necessary to call upon the members of the committee to make 
on change and your chairman took it upon himself to make it and submit it to 

r. Polley. 

Thank you for attending the meeting of August 13 and giving up an entire 
day to the work of this committee. 

Yours very truly, 
T. W. Boors, 
Chairman, Forms Committee. 
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AMERICA FORE INSURANCE GROUP, 
New York, N.Y., August 21, 1957. 
. L. POLLeYy, ; 
Me president, Hartford Fire Insurance Co., 
Hartford, Conn. i 
Deak Mr. POLLEY: In accordance with your request of August 6, 1957, ad- 
sed to Mr. John H. Shuttleton, Mr. J. R. Berry, of the national board and 
a haan committee of the Loss Executives Association jointly considered the 
ropoeea nuclear perils exclusion clause and the assumption endorsement. The 
following comments were made at this joint meeting : 


NUCLEAR PERILS EXCLUSION CLAUSE 


1. The proposed clause excludes loss by “* * * nuclear reaction, nuclear radi- 
ation, or radioactive contamination * * *.” None of those present at our meet- 
ing were sufficiently versed in the nuclear energy field to know whether these 
three perils are all inclusive. However, we understand that your technical 
advisers believe that they are. Of course, under the general rules of policy 
construction it is always advisable to use general terms of exclusion rather than 
exclude specific perils. We do not know whether it would be possible to exclude 
these nuclear incidents by way of general language. 

9. The words “* * * controlled or uncontrolled * * *” follow the perils ex- 
cluded and obviously modify all three excluded perils. However, in order to 
forestall a court from giving a strained interpretation by saying that “con- 
trolled or uncontrolled” modifies only “radioactive contamination” you may 
wish to consider the advisability of the following language: “all whether con- 
trolled or uncontrolled, and whether such loss be direct or indirect, proximate 
or remote, or be in whole or in part * * *”. 

8. The fifth line of the proposed clause reads ‘“* * * caused by or aggravated 
by fire * * *.”. The words “caused by” are self-explanatory. However, the 
words “or aggravated by” convey a meaning that the cause must be increased 
by or worsened by fire and a court might strain to hold that “or aggravated” 
does not include a fire which might merely contribute to the loss without aggra- 
vating it. Therefore, your committee may wish to consider the following sug- 
gested language: “or be in whole or in part caused by, contributed to or aggra- 
vated by fire * * *.” 

4. The last portion of the exclusion clause is designed to assume liability for 
ensuing fire damage only, as distinguished from any damage resulting from 
nuclear activity. It was the feeling of those at our meeting that the clause did 
not completely eliminate the possibility of a strained construction by a hostile 
court that underwriters would be liable for loss by radioactive contamination 
under the following circumstances. A fire causes a nuclear incident with the 
result that the insured property is damaged by both fire and radioactive contam- 
ination. We do not think that underwriters wish to incur contamination liability 
and if we are correct in that understanding, the following suggestions may serve 
as a basis for further discussion by your committee. 

A. Insertion of the language “subject to the above exclusions” in the follow- 
ing manner: “* * * however, subject to the above exclusions this company shall 
be liable for * * *,” 

B. The addition of an added clause at the end of your proposed clause as 
follows: “* * * by fire resulting from nuclear reaction, nuclear radiation, or 
radioactive contamination provided, however, such direct loss shall not include 
any loss whatsoever by nuclear reaction, nuclear radiation, or radioactive con- 
tamination.” 

If your committee thinks well of these suggestions, the nuclear perils exclusion 
clause migh read in one of the two following ways: 

1. “This company shall not be liable for loss by nuclear reaction, nuclear 
radiation or radioactive contamination all whether controlled or uncontrolled 
and whether such loss be direct or indirect, proximate or remote or be in whole 
or in part caused by, contributed to, or aggravated by fire or other perils in- 
sured against in this policy ; however, subject to the above exclusions, this com- 
pany shall be liable for direct loss by fire resulting from nuclear reaction, nuclear 
radiation, or radioactive contamination.” 

2. “This company shall not be liable for loss by nuclear reaction, nuclear 
radiation, or radioactive contamination all whether controlled or uncontrolled 
and whether such loss be direct or indirect, proximate or remote or be in whole 
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or in part caused by, contributed to, or aggravated by fire or other perils jp. 
sured against in this policy ; however, this company shall be liable for direct loss 
by fire resulting from nuclear reaction, nuclear radiation, or radioactive ¢gp. 
tamination, provided, however, such direct loss shall not include any loss whatso. 
ever by nuclear reaction, nuclear radiation, or radioactive contamination.” 


ASSUMPTION CLAUSE 


1. Not being familiar with nuclear science our meeting raised the question 
of the definition of “nuclear fuel.” Since it is the intent to provide this Coverage 
to those risks which have radioactive isotopes, is it possible to consider igot. 
as nuclear fuel? If this is a possibility, it may be necessary to define “nuclear 
fuel” or use more general language. Our meeting was not able to make any 
suggestions in this connection. 

2. We had difficulty with the phrase “on the premises” and not knowing 
exactly what your committee desired to cover nor what would be covered 
under the NEPIA contract, we were unable to offer any suggestions. Poggj. 
bly, if our difficulties were explained, they would be of some assistance to 
your committee in its deliberations. 

A. Let us suppose that a university desired blanket coverage, buildings ang 
contents, and had a nuclear reactor in one of those buildings, as well as q 
hospital where radioactive isotopes were used. Since the nuclear reactor js 
“on the premises” of the university, there would be no coverage under this 
clause. 

B. Assume a 10story building owned by A, portions of which are leased to 
B, C, and D. Assume further that B used radioactive isotopes and desires 
eoverage under the assumption endorsement, but that C has nuclear fue] 
stored on the premises leased by him. Under the clause as presently writ. 
ten B would have coverage even though there was nuclear fuel stored in the 
same building because as respects B “the described premises” would proba- 
bly be limited to the premises he actually leases. We do not know whether 
it is your desire to incur this hazard when nuclear fuel is stored in the same 
building. 

If your committee will let us know exactly what you wish to cover as re 
spects “described premises” our committee will be only too happy to recon- 
sider this language and try to offer some suggestions which will accomplish your 
purpose. 

The forms committee of the Loss Executive Association wishes me to thank 
you for giving us the opportunity of reviewing these two clauses and if we 
ean be of any further assistance whatsoever, please do not hesitate to com- 
municate with me. 

Mr. J. R. Barry of the national board has reviewed this letter and concurs in 
it. 

Yours very truly, 
T. W. Booru, 
Chairman, Forms Committee. 


{Copy to Jack G. McKenzie and A. L. Polley, Leonard B. Bogart, president, Loss 
Executives Association, Care of Aetna Insurance Co., Hartford, Conn. 


Aveust 7, 1957. 
Mr. T. W. Booru, 
Chairman, Forms Committee, Loss Executives Association, 
New York, N.Y. 


Dear Mr. Bootu: I enclose herewith copy of letter of August 6, written by 
A. L. Polley, addressed to Mr. John H. Shuttleton, president, Loss Executives 
Association. In checking I learn that Mr, Bogart of the Aetna is now president 
of the association and following a talk with Mr. Bogart I send the enclosed 
copy to you with his request that your forms committee immediately undertake 
the assignment contained in Mr. Polley’s letter. 

Mr. Polley has also requested that I give an opinion on these clauses. In the 
interest of speed I suggest that your committee and I sit together in our de 
liberations and in line with that thought I have arranged to have our board room 
available for a meeting on August 13, starting at 10 o’clock. 
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I understand you will see that copies of the Polley letter are circularized to 
our committee membership so that members may study the forms prior to the 
meeting on the a 
s very truly, 
= . J. RAYMOND Berry, General Counsel. 


NATIONAL AUTOMOBILE UNDERWRITERS ASSOCIATION, 
New York, N.Y., August 29, 1957. 
Subject : Catastrophe factor in rating formula. 


. RayMonp E. HUGHES, : 
ieead Board of Fire Underwriters, 
New York, N.Y. ! 

Deak Ray: The association has called a special meeting of the membership 
to be held Tuesday, September 10, 1957, to consider a proposal to incorporate as 
a part of our rating formula a 1 percent allowance for catastrophe losses, this 
1 percent to be a loading only to noncollision coverages which are subject to 

he hazards. 
7 cceel to be submitted to the membership is outlined in the enclosed 
and attachment. r 
aac is to be sure that we are not contemplating something which is in 
conflict with principles now being employed or contemplated by other segments 
of the business. May I have your comments at the earliest possible moment so 
that if there is any question as to the propriety of adopting the proposal, I will 
have sufficient time to give your comments full consideration and take any ap- 
propriate action necessary as concerns our membership meeting. 


1 ours, 
Very truly y H. S. OMssere, Manager. 


SpeciaL BuLLETIN (HOME AND BRANCH OFFICES ONLY) NATIONAL AUTOMOBILE 
UNDERWRITERS ASSOCIATION, NEW YorK, N.Y., THURSDAY, AUGUST 15, 1957 


For the attention of chief executive: 
SPECIAL MEETING OF THE ASSOCIATION 


President Seymour has called a special meeting of the association to be held 
Tuesday, September 10, 1957, at 11 a.m. (eastern daylight time) in the New 
York board room on the second floor of 85 John Street, New York City. 

This meeting has been arranged specifically to consider a recommendation of 
the board of directors to amend the association’s rate formula. 

The attached memorandum is the report of the actuarial committee which has 
been reviewed by the regional committees and the board of directors, and the 
board has recommended the change in the association’s rate formula to provide 
for the handling of catastrophe losses. 

The report, which takes the form of a series of questions and answers, in- 
corporates the following method of handling catastrophe losses on the noncolli- 
sion coverages : 

If the losses from a single event amount to 5 percent or less of the annual 
statewide premium volume for these coverages, such losses will be treated 
in the usual manner and included in the experience in the normal way. 

Where the losses exceed 5 percent, up to a maximum of 25 percent, of the 
annual statewide premium volume, that portion of the losses exceeding 5 
percent will be distributed on a special weighting procedure of one-half the 
first year, one-third the second year, and one-sixth the third year. 

Where the catastrophe losses are in excess of 25 percent of the annual 
statewide premium volume, the excess of losses above 25 percent will be ex- 
cluded from the rating of the State of origin. 

To provide for the catastrophe losses in excess of 25 percent, a 1 percent 
catastrophe loading is recommended to be applicable only to those noncolli- 
sion coverages which are subject to a catastrophe hazard. 

The subject is a very important one and one which affects the association’s 
ratemaking procedures nationwide. You are therefore urged to be represented 
by an officer fully authorized to vote for your company or companies. 

Your attention is drawn to the following voting provisions as set forth in 
article V of the constitution : 


47932—60—pt. 7——_17 
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“Section 4. Any officer of a member company or any representative Specifically 
designated to the secretary in advance of any meeting by an officer of a member 
company may represent such member company with power to vote at any meet. 
ing of the association. 

“Section 5. Any member may give a written proxy to any qualified officer of 
any other member for any meeting of the association specified in such proxy 
which shall be filed with the secretary in advance of such meeting.” 








» Manager, 
JULY 1956, 


RATING OF CATASTROPHE LOSSES ON AUTOMOBILE PHYSICAL DAMAGE 





(a) Should the rate formula contain a specific loading factor for catastrophe 
losses? 

Yes. Recognizing the prospective character of manual ratemaking, it stil) jg 
necessary to preclude the inadequacies of revenue which would result from gyg. 
tematic exclusion of losses, however erratic, experienced over a rating cycle, 
One percent is suggested. Any lesser amount would deceitfully imply an acep. 
rate measure of such losses and a greater amount could probably not be guys. 
tained. The 1 percent catastrophe loading would be applicable only to those 
noncollision coverages which include a catastrophe hazard. 

(0) How should catastrophe losses be defined ? 

A catastrophe is a single event giving rise to large losses, as specified in the 
suggested answers to question (c), (d), and (e) below. 

(c) How should the association collect experience on catastrophes? 

By unit coding of catastrophe losses, in accordance with catastrophe code 
numbers, to be promulgated by the association. It would be the responsibility 
of the association staff to investigate any reported event, considering news ae. 
counts, information from other affected bureaus, and, if expedient, from member 
carriers with heavy exposure in the area involved. A catastrophe code would be 
assigned if losses are esitmated to exceed, in any of the States which may be in. 
volved, one-half of the amount which would classify the event as a catastrophe in 
such States. 

(ad) At what point are losses to be considered as catastrophic—should this best 
be determined by a dollar amount or a percentage of premium volume? 

As to any State, the losses from specific events should be considered catas. 
trophic if they exceed a specified percentage of premium volume. The premium 
volume used would be confined to the noncollision coverages which include a 
catastrophe hazard, would be statewide, and would be the average volume of 
such coverages for the same period of time as will be used for inclusion in the 
rating base of ratable catastrophe losses. Relating losses to premium volume for 
only such areas within a State as may be affected would exclude a greater por. 
tion of the losses from the rating base of the State affected and throw a heavier 
burden on the countryside catastrophe loading. Conversely, spreading the impact 
of the event over the entire State maximizes the utilization in rating of the 
catastrophe losses. Further, it would be impractical to even estimate the pre 
mium volume contributed by only such areas as are affected by the event, and 
even less practical, as well as inadvisable, to limit the effect on resulting rates 
to such areas. Transcending State boundaries would not lend itself to a logical 
and systematic procedure and probably could not be successfully defended before 
the rate supervision of neighboring States, especially if the 1 percent factor were 
in effect. 

The fact of the assignment to an event of a catastrophe code number for uit 
loss reporting does not in itself define the losses from that event as catastrophic. 
It is expected that catastrophe codes will be assigned to events which, on re 
capitulation of losses reported accordingly, prove not to exceed the catastrophe 
minimum. Further, some interstate events will prove to be catastrophic in some 
States and not in others. 

(e) For percentage of the catastrophe losses are to be charged to the Territory 
or State of origin? How should the remaining portion of the losses be spread— 
nationwide or over only adjoining territories ? 

When losses in a State are determined to be catastrophic, a loss limitation 
expressed as a percentage of premium volume should be placed on the ratable 
catastrophe losses to be included in the rating base for the State. Using all the 
catastrophic experience in the State of origin would introduce a recoupmelt 
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; making and would produce successive rate levels which would 
ane oy undercut - independent carriers who choose to disregard some of 
ae experience for credibility or competitive reasons. Consequently the ratable 

tastrophe losses should have some prospective probability of occurrence. 

The remaining portion should not be spread over adjoining territories, but 
should be charged against the 1 percent catastrophe load which will be included 
in the rates in all territories. rs 

If the losses from specific events do not exceed the minimum percentage of 
premium yolume which would designate them as catastrophic, they should be in- 
cluded in the rating base for the experience period in which they occur and be 
weighted in that experience period together with other noncatastrophic losses. 
This accords with the normal procedure where losses from other events, too 
minor to be assigned a catastrophe code, frequently appear in the rating base. 

Catastrophes may occur near the end of a rating year with reporting of 
resulting losses divided over two rating years. Whether catastrophe losses are 
considered on a calendar year basis or a fiscal year basis. consideration should 
be given to avoiding the circumstance of losses from a single event being rated 
at the maximum allowable for 2 successive years. : 

(f) In considering catastrophe losses, shall the rating period be confined to 

ars? 

’ Yes. A longer period of time would reduce the responsiveness of the ratemak- 
ing procedure which would be responsive in this line wherein losses are settled 
rather promptly and long-term policies are not a factor to the extent that they 
are in the fire lines. Further, we could not reasonably expect to convince the 
insuring public in any jurisdiction that they should continue to pay for an un- 
predicted event which occurred many years prior, in addiiton to the catastrophe 
loading which is to be a continuing part of the rate structure. A shorter period 
would be impractical as it would either materially limit the portion of catas- 
trophe losses ratable in the State of origin or would produce a pronounced peak 
in the rates of a very short duration. Also, using all ratable catastrophe losses 
in the first year or two could severely compound the effect on rates of catastrophic 
events in successive years. 

(g) What weighting of experience should be used? Is the present 10-20-70 
ractical ? 

: The weighting of the ratable catastrophe losses over the 3-year period should 
not follow the present 10-20-70, which is a measure of relative credibility in 
the handling of noncatastrophic losses. Since catastrophes are, by nature, un- 
predictable a credence of 70 percent should not be assigned to such losses in the 
first year after occurrence. The apportionment of ratable catastrophe losses over 
the 3 years following the event should provide realistic but not excessive utiliza- 
tion in rating of such losses in the first year, with orderly diminution of the 
effect of such losses as the time interval following the event broadens. 

A set of weight somewhere between the present 10-20-70 and even weights of 
oue-third for each of the 3 years is advisable. The portion assigned in the 
first year after occurrence should be more than an even one-third in order to 
rate a larger portion of the losses when the recolletion of the event is stronger 
and fresher than it will be 3 years after the event. The amount rated in the 
first year should not, however, be so heavy relative to that remaining for rating 
in the subsequent 2 years as to produce a sharp peak in the rates of only 1 
year’s duration. Apportioning one-half the ratable catastrophe losses to the first 
year, one-third to the second year, and the remaining one-sixth to the third 
year would provide an orderly stepdown within a reasonable period of time 
to levels indicated by noncatastrophic losses if there were no recurrence. On 
the other hand, these weights should not produce disruptive peaks in the rates 
if catastrophes recur at short intervals or without interval. 


From: The National Board of Fire Underwriters, Committee on Laws. 
For: Mr. J. RaymMonp Berry. 


SEPTEMBER 4, 1957. 
Mr. PHILIP S. Brown, 

Chairman, Special Committee on Statistical Da ta, 
¢/o Hartford Fire Insurance Co., Hartford, Conn. 


Dear Putt: I am enclosing herewith copy of a letter received from Howard 
Omsberg concerning a proposal by the NAUA to include a loading for catas- 
trophes in noncollision automobile coverages. 
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General Counsel Berry is presently on vacation and will not return until after 
the September 10 meeting of the NAUA, at which this proposal will be con- 
sidered. I would therefore appreciate it if you would pass on to Howard 
Omsberg any thoughts you might have concerning any possible conflict of interest 
between the proposal and the work of your committee. 

With kindest personal regards, I am 

Sincerely yours, 


L. A. VINCENT, 


From: The National Board of Fire Underwriters, Committee on Laws. 
For: Mr. J. RAYMOND BERRY. 

SEPTEMBER 4, 1957, 
Mr. Howapgp S. OMSBERG, 
Manager, National Automobile Underwriters Association, 
New York, N.Y. 


Dear Howarp: This will acknowledge your letter of August 29 with reference 
to a proposal to include a catastrophe factor in the rating formula of certain 
automobile lines. 

As this question is presently under consideration by a committee of the na- 
tional board, under the chairmanship of Mr. Philip S. Brown, I am forwarding to 
Mr. Brown a copy of your letter suggesting that, after he has reviewed it, he 
contact you direct. 

This procedure is in line with General Counsel Berry’s thoughts in the matter. 

Yours very truly, 
L. A. VINCENT, 


From: The National Board of Fire Underwriters, Committee on Laws. 
For: Mr. J. RAYMOND BERRY. 


SEPTEMBER 9, 1957, 
Mr. HowArp 8S. OMSBERG, 
Manager, National Automobile Underwriters Association, 
New York, N.Y. 


Deak HowarpD: With further reference to our letter of September 4, I have 
just received word from Mr. Philip S. Brown, chairman of our special committee 
on statistical data, advising that he sees no conflict between your proposal and 
the work of this special committee. 

Yours very truly, 
L. A. VINCENT. 


SEPTEMBER 16, 1957. 
Hon. WIiL1AM A. SULLIVAN, 
Commissioner of Insurance, 
Olympia, Wash. 
(Attention: Mr. Lee I. Kueckelhan, chief deputy. ) 

Dear LEE: Harold tells me that when he was in Seattle early last week he 
again discussed with you the matter of licensing this bureau. Accordingly, I 
am enclosing application which follows the form usually provided by your 
department. 

If you require any further information we shall be pleased to hear from you. 

Check for $25 license fee is also enclosed. 

Sincerely, 
JOSEPH G, BILL. 


From: The National Board of Fire Underwriters General Office. 
For: Mr. J. R. Berry. 
SEPTEMBER 17, 1957. 


Mr. A. B. PARKER, Jr. 
Vice President, Boston Insurance Co., 
Boston, Mass. 
Dear Mr. Parker: Your letter of September 3 relative to assessments on partial 
subscribers to rating bureaus has been held until I had an opportunity to discuss 
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the matter with Mr. R. M. Beckwith of the Inter-Regional Insurance Conference 
and our general counsel, Mr. Berry. 

There has apparently been a misunderstanding as to the study of this matter 
as we have been awaiting a recommendation from Inter-Regional for considera- 
tion by our special committee. In accordance with discussion with Mr. Beckwith, 
we are furnishing him a copy of this letter and we will be in touch with you at 
the earliest practicable date. 

With personal regards, 

Sincerely yours, 
L. A. VINCENT, 
General Manager. 


NUCLEAR INSURANCE RATING BuREAU, 
New York, N.Y., September 238, 1957. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

Deak Ray: Attached is copy of my letter to the Washington Insurance De- 
partment conveying our application for a license. 

The form requires the applicant to set out the kinds of business for which 
the organization proposes to make rates. In the renewal application we answered 
that question the same as we did in the original application, to wit : 

“Insurance against loss resulting from physical damage to— 

“(a) Designated nuclear facilities, including property associated there- 
with and subject to radiation damage therefrom ; 
“(b) other property directly related to such nuclear facilities ; 
“(e) other facilities involving substantial quantities of radiation.” 
Thanks again for your help. 
Sincerely, 


JOsEPH G. BILL. 


Excerpt FroM MINUTES OF ACTUARIAL BUREAU COMMITTEE FOR SEPTEMBER 26, 1957 


It is recommended that the following new major peril codes be assigned on a 
temporary basis: 


81. Fire. 

82. Extended coverage. 

83. Other physical damage. 

84. Burglary. 

85. Sprinkler leakage. 

86. Special personal property endorsement. 


For the time being, it is recommended that the fire, extended coverage, and 
sprinkler leakage codes be subdivided according to the standard classification. 


REPORT OF THE SUBCOMMITTEE ON INTER-REGIONAL INSURANCE CONFERENCE 
PROPOSALS 


A subcommittee of the actuarial bureau committee has given full consideration 
to the three proposals from Interregional Insurance Conference and the actuarial 
bureau committee has adopted that report recommending that 5-year reports of 
classified experience be continued since they are of considerable value to 
companies. 

To avoid the difficulties with which Interregional Insurance Conference is 
concerned, it is recommended that the 5-year totals be supplied to insurance 
departments only with a letter explaining that the 5-year figures have not been 
adjusted to reflect changes in rates that may have been made in the respective 
classes. Bureaus will supply adjusted data at a later date. 

The second suggestion made by Interregional Insurance Conference that the 
industry make every effort to persuade the various insurance commissioners of 
the desirability of following the underwriting profit formula is part of a question 
now under consideration by the subcommittee on special statistical data. It is 
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suggested that this second proposal by Interregional Insurance Conference be 
referred to that subcommittee. 

With regard to the suggestion concerning ways and means of speeding up the 
production of reports of classified experience, an inquiry was directed to report. 
ing companies asking about various means by which company reports might he 
submitted more promptly. The replies, together with an examination of the 
promptness with which 1956 reports were submitted, indicate many companies 
are not prepared to advance the dates for the submission of reports and that 
approximately one-half the companies do not file according to the schedule which 
is now in force. To your committee it appears unreasonable to suppose that 
changing the schedule would have a desirable effect. 

It appears that considerable improvement can be brought about if all com. 
panies file according to the schedule which is now in force and to attain that 
end, it is recommended that special letters be written to the chief executive 
officers of the numerous companies which filed their 1956 data late. Such letter 
would call attention to the number of late reports filed and also stress the 
importance of filing on time. 

In the furtherance of studies looking toward the earliest practicable release 
of classified underwriting experience, the assistance of the Insurance Account. 
ants Association will be enlisted and the joint committee on electronic equipment 
is being asked to study phases of this problem that have been discussed by the 
actuarial bureau committee. 

To provide 1957 overall premium and loss information at the earliest date it 
is recommended that page 14 data from member companies be collected next 
year as soon as available, and if requested by Interregional Insurance Confer. 
ence that composite totals be prepared of direct premiums written, losses paid 
and losses incurred by State. 

In keeping with the position of the national board which is recorded with the 
National Association of Insurance Commissioners that the estimated earned 
premiums by States to be required on page 14 are not as reliable as State results 
developed by an accepted statistical plan, it is the considered opinion of the 
actuarial bureau committee that earned premiums by States be not compiled 
from page 14. 

Your committee also gave attention to a resolution passed by the Virginia 
Insurance Rating Bureau to the effect that the filing date be advanced so that 
Virginia data will be available by June 1, and recommends no special action 
on this item. 


STAFF ASSISTANCE TO INTERREGIONAL INSURANCE CONFERENCE 


Interregional Insurance Conference has reported that Dr. J. H. Finnegan, 
manager of the actuarial bureau, is being invited to serve as technical adviser 
and liaison with a special committee of actuaries recently appointed by Inter- 
regional Insurance Conference. 

Respectfully submitted. 

MILTON W. Mays, Chairman, 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, October 9, 1957. 
To the Subcommittee on Statistical Data (Messrs. Philip S. Brown, Chairman; 
J. R. Barry, J. N. Donovan—Cong. P.B. called, J. G. Niederlits). 

GENTLEMEN: Confirming telephone conversation, there will be a meeting of 
the subcommittee on statistical data in this office on Tuesday, October 15, 1957, 
at2p.m. 

There are a number of items of unfinished business and some new ones that 
have been referred to this committee for attention. 

We trust you will be able to attend. 


Very truly yours, 
L. A. VINCENT, General Manager. 
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AGENDA FOR MEETING OF THE SUBCOMMITTEE ON STATISTICAL DaTA, OcToser 15, 
1957 


During recent months the question of allocating catastrophe losses has come 
up in a number of different ways. The following is a review of what has 


In 1955 the insurance commissioners of zone IV discussed the loading for 
eatastrophe coverage and in September 1956 received a report from their fire 
raters on this topic. The zone IV commissioners decided that the matter needed 
further study and asked Commissioner Jensen of North Dakota to conduct an 
investigation to “indicate present loading, the required loading and (to collect) 
such experience as is available along these lines.” 

The fire raters’ report was concerned with extended coverage catastrophe 
losses and suggested a reserve with some limitations placed on the size. One 
important question which concerned zone IV is whether or not a State should 
take the experience of all lines or should each line of business be considered 
independently. 

The question of spreading catastrophe losses among all lines was considered 
by this subcommittee in March 1956, at which time it was decided that combining 
lines was not a practical approach since it was against the laws of a number 
of States. 

In January 1957 the North Dakota department asked about the basis on 
which the national board assigned its catastrophe serial numbers and such 
explanation was promptly supplied. In August of 1957 the North Dakota de- 
partment wrote again to ask, in a letter which was not entirely clear, for catas- 
trophe data as well as for advice regarding the adequacy of the 1 percent 
catastrophe allowance. The staff asked for clarification of the letter under date 
of August 22 but has as yet received no reply. 

Last September the New England Fire Insurance Rating Association wrote 
for information regarding a $1 million loss which occurred in Rhode Island with 
the additional information that the Rhode Island Insurance Department has 
already made known its intention to invoke the 1921 profit formula which places 
this loss in the catastrophe category. From the foregoing it would appear that 
a number of States are interested in the matter of allocating catastrophe losses. 

It should also be noted that the question of spreading losses among States 
was found to be impractical by this subcommittee at its meeting in March 1956. 
At that time the thought was expressed that the spreading of catastrophe losses 
within the State of occurrence over a longer period of years might be worth 
investigating. A hypothetical example is attached as an illustration. 

Another important item but one not related to insurance department activity 
is that the Inter-Regional Insurance Conference which was studying the method 
of allocating catastrophe losses discontinued its work because of the study being 
made by this subcommittee. More recently Inter-Regional asked the national 
board to lend its efforts to persuading the various State insurance commissioners 
of the desirability of abiding by the profit formula. This matter has been re- 
ferred to this subcommittee by the actuarial bureau committee. 

To summarize the foregoing, advice of this subcommittee is requested with 
regard to— 

(a) The reply which shall be made to the insurance departments of North 
a and Rhode Island should further requests for information be 
received. 

(b) The general desirability of the hypothetical examples of a new method 
of spreading catastrophe losses. If this appears to be the best procedure 
to investigate next, shall the method be applied to actual data? 

(c) The allocation of catastrophe losses. This is an integral part of the 
profit formula which is still in the study stage. The question is, Shall Inter- 
Regional be advised that action on urging States to use the profit formula 
is being postponed for the time being? 
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Apportionment of catastrophe losses—Hypothetical data 


A B Cc Adjusted 
Additions to normal losses, }6 col. B assessed to | or norma} 

Year j|Reported| Catas- | Normal current year and to each of 5 subsequent years 
losses trophe losses 


losses A-B 
1949 760 
1950 3102 816 
1951 18 782 
1952 402 798 
1953 900 700 
1954 0 900 
1955 300 900 
1956 4104 896 
1957 36 964 
1958 900 900 
1959 396 801 








(Copy for J. R. Barry) 
OCTOBER 10, 1957, 
To the Subcommittee on Statistical Data (Messrs. Philip S. Brown, Chairman; 
J. R. Barry, J. M. Donowan, J. C. Niederlitz). 

GENTLEMEN: With further reference to announcement of meeting of the 
subcommittee on October 15, 1957, enclosed herewith is copy of the agenda which 
has been prepared. 

Yours very truly, 
L. A. VINCENT, General Manager. 


NUCLEAR ENERGY PROPERTY INSURANCE ASSOCIATION, 
New York, N.Y., October 23, 1957. 


[Confidential to Members, Bulletin No. 11] 
NUCLEAR INCIDENT EXCLUSION CLAUSE-PHYSICAL DAMAGE-REINSURANCE 


It is our understanding that London reinsurers have submitted the attached 
nuclear incident exclusion clause to most companies for addition to reinsurance 
treaties, and because of questions which may arise in connection with its back- 
ground, it seems desirable to furnish through this bulletin information as to its 
origin and purpose. 

The wording of the clause has been developed by reinsurance underwriters 
with the technical guidance of the advisory committee of NEPIA, which recog- 
nized the desirability of and need for uniformity in this important matter. It 
was not intended, however, in any way to commit NEPIA companies in their 
individual negotiations with their reinsurers. 

In considering the purpose of the exclusion clause, the following points should 
be borne in mind: 

(@) NEPIA will write all-risk insurance, including the nuclear hazard, 
on nuclear reactor installations of all kinds, nuclear fuel plants and other 
specified nuclear facilities. Member companies under its constitution are 
free to write such insurance for their own account even though it is eligible 
for NEPIA handling. 

The physical damage exclusion clause is, therefore, intended to ultimately 
exclude from all individual company reinsurance contracts those nuclear 
installations, plants, and facilities eligible for NEPIA coverage. 

(b) Article V, section 9, of the NEPIA constitution provides—“Bxcept 
through the association, no member or members shall individually or col- 
lectively arrange for any reinsurance applying to participation in any class 
of association business, except under such general rules as may be promul- 
gated by the governing committee.” 
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To the extent that it pertains to risks written by NEPIA, the proposed 
exclusion clause is necessary to accomplish compliance with this provision. 
From the time the foreign reinsurance market was approached to provide 
their maximum capacity as reinsurance for NEPIA, it has been known that this 
reinsurance was being authorized by the various foreign syndicates and com- 
es on the condition that loss or damage from the nuclear energy hazard 
would be excluded from all individual company reinsurance contracts, or that 
arrangements would be made for ultimate exclusion prior to effecting the 
NEPIA reinsurance. 

In other words, foreign reinsurers extended their maximum authorizations on 
the basis that they would be adequately safeguarded against incurring liability 
for nuclear risks in addition to that incurred through NEPIA. 

The reinsurance for NEPIA was attached September 30, 1957, with the under- 
standing that the exclusion clause developed would be submitted to each com- 
pany for its individual approval. This reinsurance was not separately negotiated 
but involved NELIA and MAERP as well, and all pool reinsurances were condi- 
tional upon a similar understanding. All parties concerned realized that au- 
thority to agree to exclusions in any individual company’s reinsurance contracts 
rests exclusively with that Company. However, as the attachment of the re- 
insurance for NEPIA was contingent on the acceptance of an exclusion clause 
by the individual companies, reinsurance underwriters have requested that all 
companies be asked to agree that the exclusion clause become effective on all 
treaty and excess of loss reinsurances as of December 31, 1957. In making this 
request they realized that a number of contracts are noncancelable, or have other 
special cancellation provisions. 

In connection with the wording of the attached clause, the advisory committee 
of NEPIA has indicated to reinsurance underwriters that acceptance of the 
clause is subject to an understanding that it can be renegotiated as need arises, 
and, in any event, will be reviewed as soon as property insurers develop a radio- 
active contamination exclusion clause. 

We hope that the foregoing explanation will be helpful to you. 

Sincerely, 
H. S. STANLEY. 


NUCLEAR INCIDENT EXCLUSION CLAUSE—PHYSICAL DAMAGE—REINSURANCE 


1. This reinsurance does not cover any loss or liability accruing to the re- 
assured, directly or indirectly, and whether as insurer or reinsurer, from any pool 
of insurers or reinsurers formed for the pupose of covering atomic or nuclear 
energy risks. 

2. Without in any way restricting the operation of paragraph (1) of this 
clause, this reinsurance does not cover any loss or liability accruing to the 
reassured, directly or indirectly, and whether as insurer or reinsurer, from any 
insurance against physical damage (including business interruption or con- 
sequential loss arising out of such physical damage) to: 

I. Nuclear reactor powerplants including all auxiliary property on the 
site, or 

II. Any other nuclear reactor installation, including laboratories handling 
radioactive materials in connection with reactor installations, and “critical 
facilities” as such, or 

III. Installations for fabricating or processing nuclear fuel or materials 
and for reprocessing, salvaging, chemically separating, storing, or disposing 
of “spent” nuclear fuel or waste materials, or 

IV. Nuclear fuel in transit to and from the kinds of risks enumerated 
above, or 

V. Installations other than those listed in paragraph (2)III above using 
substantial quantities of radioactive isotopes or other products of nuclear 
fission. 

3. Without in any way restricting the operations of paragraphs (1) and (2) 
hereof, this reinsurance does not cover any loss or liability by radioactive 
contamination accruing to the reassured, directly or indirectly, and whether 
as insurer or reinsurer, from any insurance on property which is on the same 
site as a nuclear reactor powerplant or other nuclear installation and which 


normally would be insured therewith except that this paragraph (3) shall not 
operate— 
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(a) where reassured does not have knowledge of such nuclear reactor 
powerplant or nuclear installation, or 

(0) where said insurance contains a provision excluding coverage for 
damage to property caused by or resulting from radioactive contaminati 
however caused. However, on and after January 1, 1960, this subparagraph 
(6) shall only apply provided the said radioactive contamination exclusion 
provision has been approved by the governmental authority having jurisdic. 
tion thereof. 

4. Without in any way restricting the operations of paragraphs (1), (2), and 
(3) hereof, this reinsurance does not cover any loss or liability by radioactive 
contamination accruing to the reassured, directly or indirectly, and whether ag 
insurer or reinsurer, when such radioactive contamination is specifically covereg 
eee insurance policy as the sole hazard or in conjunction with other 

azards. 

5. It is understood and agreed that this clause shall not extend to risks using 
radioactive isotopes in any form where the nuclear exposure is not considered 
by the reassured to be the primary hazard. 

6. Reinsured to be sole judge of what constitutes: 

(a) substantial quantities, and 
(b) the extent of installation, plant, or site. 
Printed at Lloyd’s, London, England. 20/9/57. 


OFFICE MEMORANDUM 
Date: October 30, 1957. 
To: Mr. J. Raymond Berry, general counsel. 
From: Jack G. McKenzie. 
Subject : Nuclear Clause. 


Ambrose Kelly called and stated that he had learned, through the Nuclear 
Energy Insurance Rating Bureau, the filing of the radioactive contamination 
exclusion which was developed by the National Board of Fire Underwriters, 
He thinks such filing may necessitate the amending of the standard form fire 
insurance policy. 

He wants to know if you have given any consideration to setting up an indus- 
try committee to consider this matter. 


EXcEeRPT FROM MINUTES OF EXECUTIVE COMMITTEE FOR OCTOBER 31, 1957 


Net realized capital gains or losses, page 4, line 9.—The executive committee 
favored further consideration of this matter and recommended that the laws 
committee be requested to consider the tax implications that might be involved 
in the suggested change to treat net realized capital gains or losses as a surplus 
item. 

REPORT OF COMMITTEE ON LAWS 


In the absence of Chairman Johnson, general counsel read the attached report 
which was approved, including confirmation of payment of bills as listed therein. 

Mississippi control of commission provision in rate law, section 5825.—Pur- 
suant to the action of the laws committee, general counsel gave a detailed report 
on this matter and it was the consensus that he take no position on the pro- 
posed amendment to correct the unconstitutional flaw and that he report this 
action to the laws committee so if there is any divergence of view in the laws 
committee it could be reported back to the executive committee. 


WASHINGTON SURVEYING AND RATING BUREAU, 
Seattle, Wash., November 1, 1957. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: In accordance with our telephone conversation, enclosed please 
find copy of the order granting license to the Nuclear Insurance Rating Bureau. 
Yours very truly, 


GEorGE, General Manager. 
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BerorE THE INSURANCE COMMISSIONER OF THE STATE OF WASHINGTON 
No. 54 
In the Matter of the Application of Nuclear Insurance Rating Bureau 
ORDER GRANTING LICENSE TO NUCLEAR INSURANCE BUREAU 
HISTORY OF PROCEEDINGS 


On the 16th day of September 1957, application was made by the Nuclear 
Insurance Rating Bureau for license to do business as a rating organization in 
Washington for the following kinds of insurance: 

Insurance against loss resulting from physical damage to: 3 

(a) designated nuclear facilities, including property associated therewith 
and subject to radiation damage therefrom ; 

(b) other property directly related to such nuclear facilities ; 

(c) other facilities involving substantial quantities of radiation. 

In connection with said application, the insurance commissioner issued an 
order calling a hearing relative to said application, said hearing to be held in the 
office of insurance commissioner, Olympia, Wash., on October 23, 1957, com- 
mencing at 10 a.m., for consideration of the following issues: 

1. Whether the subject of insurance as to which license is requested consti- 
tutes a basic contract of fire insurance which must be written on the standard 
form fire policy and whether the applicant must comply with the statutes relat- 
ing to fire insurance rating bureaus. 

9. All other matters bearing upon the question as to whether the application 

ld be granted. ; 
eae & said hearing was duly sent to parties interested and said hearing 
was duly held at the time, date, and place above mentioned; the only appear- 
ance at said hearing being by the Washington Surveying and Rating Bureau 
through its general manager, George W. Clarke, who made a statement of the 
position of that bureau as to the issues involved. 

After hearing said statement and having given due consideration to the issues 
the commission does hereby make the following finding of fact: 


FINDING OF FACT 


That the hazard of physical damage to property resulting from the operation 
of nuclear facilities is a new peril which in certain instances may be regarded 
as the basic hazard even though risk of damage by fire may also be involved, 
and based upon said finding the commissioner does hereby make the following 
ruling: 

RULING 

It is hereby ordered: 

1. That a license as a rating organization be issued to the Nuclear Insurance 
Rating Bureau to act as a rating organization in the State of Washington as to 
insurance against loss resulting from physical damage to— 

(a) designated nuclear facilities, including property associated therewith 
and subject to radiation damage therefrom ; 

(0) other property directly related to such nuclear facilities ; 

(c) other facilities involving substantial quantities of radiation. 

2. That this license shall apply only to risks where the basic or primary hazard 
is nuclear, and the insurance department may require substantiating evidence 
thereof as to any particular risk rated by said bureau. 

Dated at Olympia, Wash., this 27th day of October 1957. 


WItuiaM A. SULLIVAN, 
Insurance Commissioner. 


(Copy to L. A. V., R. E. Hughes and John R. Berry) 


NOVEMBER 4, 1957. 
Mr. Joun R. Barry, 

Chairman, Committee on Examinations, 
New York, N.Y. 


Dear Jack: Herewith copy of letter, dated October 28, from Commissioner 
Parker of Virginia. 
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Will you let me know how you want this handled? I suggest no communica. 
tion with Parker beyond the copy of letter enclosed until we have agreed on a 
form of approach. 

Yours very truly, 
J. RAYMOND Berry, General Counsel, 





CoMMON WEALTH OF VIRGINIA, 
STATE CORPORATION COMMISSION, 
BUREAU OF INSURANCE, 
Richmond, October 28, 1957, 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. Berry: The Honorable Joseph A. Navarre, president of the National 
Association of Insurance Commissioners, has appointed me chairman of a 
subcommittee to analyze and review examinations of insurance companies—to 
perfect practices and procedure of association examinations. The purpose of 
the study to be made by this committee is to better perfect examination of 
insurance companies; to consider any complaints that have been made, and 
work out procedures that will avoid the necessity for such complaints. 

At the time of the appointment, Mr. Navarre suggested that I arrange for 
the appointment of an industry committee to work with and advise my sub- 
committee. I understand that you or your association at one time sponsored 
a study of company examinations by State regulatory authorities and that the 
report of this subcommittee may be available. 

Your committee study of this program should be of considerable use to my 
committee. Furthermore, I think an industry committee working and advising 
with my subcommittee is essential to the success of any study made. 

I would like very much for your association to appoint some member of its 
staff and one representative of a company that belongs to your association to 
represent the fire industry on this advisory committee. I am anxious to have 
a meeting of this advisory committee prior to the December convention of the 
National Association of Insurance Commissioners, if this is possible. If not 
before the meeting, then I hope we can meet at some time during the commis- 
sioner’s convention and organize for our future study. 

If you will let me have the names of your two representatives, I will arrange 
for a meeting with them. 

Yours very truly, 
T. NELSON PARKER, 
Commissioner of Insurance. 


(Copy for Jack G. McKenzie) 
OFFICE MEMORANDUM 


To: General Manager Vincent. 
From: General Counsel Berry. 
Subject: Your memorandum of November 6—Advisory organizations. 


I take it your memorandum of November 6 comes as a result of your office 
memorandum from Assistant Chief Engineer Weers of November 4, which con- 
tains the following: 

“* * * As a matter of fact, I believe the cooperation is mandatory inasmuch 
as the State of California classifies the national board as an advisory organiza- 
tion to the rating bureau.” 

The California rate law defines an advisory organization in words somewhat 
different from the language used in the all-industry bill, as follows: 


“$ 1850.2 ‘Advisory organization’ defined 


“In this chapter ‘advisory organization’ means every person, other than an 
admitted insurer, whether located within or outside this State, who prepares 
policy forms or makes underwriting rules incident to but not including the 
making of rates, rating plans or rating systems, or which collects and furnishes 
to admitted insurers or rating organizations loss or expense statistics or other 
statistical information and data and acts in an advisory, as distinguished from 
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a ratemaking capacity. No duly authorized attorney of law acting in the usual 
course of his profession shall be deemed to be an advisory organization.” 

I do not see anything in the law that calls for compulsory cooperation as be- 
tween an advisory organization and a rating bureau. The law contemplates 
that the rating bureau eould discontinue using the services of an advisory 
organization if it did not like the advices obtained from the advisory organiza- 
tion, or if it thought better advices could be obtained from another advisory 
organization, or from another source. Therefore, I do not believe that coopera- 
tion is necessary as a result of our status in California as an advisory organt- 
yon from that, the National Board of Fire Underwriters is something more 
than an advisory organization in California and other States. The fact that 
it qualifies as an advisory organization under the rating law for certain of its 
activities does not strip the national board of its other characteristics or of 
other activities or obligations. If the national board has undertaken to furnish 
an engineering service, which service is useful both to members and to the 
community, apart from the rate law, those activities, in my judgment, can con- 
tinue without being at all curtailed by the rating law. 

As I understand it, the national board was furnishing this engineering service 
pefore California had a rating law and before there was any statutory definition 
of an “advisory organization.” It is my opinion, therefore, that even though 
cooperation with the rating bureau were mandatory, the national board could 
continue its nonadvisory organization functions, even though some of those 
functions might be useful to a rating organization. 

J. RB. B: 


CorRooN & REYNOLDS Group, 
New York, N.Y., November 11, 1957. 
Mr. J. RAYMOND BERRY, 
General Counsel, The National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: I think you and I should meet with Commissioner Parker either 
before or during the convention in order to size him up and determine whether 
or not he is going to be helpful or otherwise. From what I hear of him it 
might be that we could work along constructive lines. 

Yours very truly, 
JOHN R. Barry, President. 


NOVEMBER 12, 1957. 
Re NAUA, nuclear energy exclusion. 


Mr. M. P. ANSTEY, 
National Automobile Underwriters’ Association, 
New York, N.Y. 


Mr. GrorGcE Karz, 

Associate Counsel, 

Aetna Casualty & Surety Co., 
Hartford, Conn. 


GENTLEMEN: In accordance with the revision committee’s suggestion of last 
Friday, I asked Mr. A. Polley, vice president of the Hartford Fire, who is also 
chairman of a subcommittee of the national board, of the status of a property 
nuclear energy exclusion. 

Mr. Polley very kindly agreed to let me send you a copy of his preliminary 
report but explained that is was purely preliminary. 

Please note the suggested exclusion on pages 4 and 5. 

The ideal is for the whole physical damage insurance industry to adopt 
the identical exclusion and hence we should view this language in that light. 

At the moment the writer leans toward the following modification but sub- 
mits it only as a superficial thought. 

This policy does not apply under part III: 

“This company shall not be liable to loss by nuclear reaction, nuclear radia- 
tion or radioactive contamination, (any or) all whether controlled or uncon- 
trolled, and whether such los be direct or indirect, proximate or remote, be 
in whole or in part caused by, contributed to, or aggravated by, fire or other 
peril(s) insured against in this policy; provided, however, if insurance is af- 
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forded under the terms of this policy for direct loss by fire, this exclusion shay 
not apply to direct loss by fire resulting from nuclear reaction, nuclear radi. 
tion or radioactive contamination.” 
Very truly yours, 
HERBERT P. ScHoen, 
Assistant General Counsel, 


THE NATIONAL Boarp OF FirE UNDERWRITERS, 
November 12, 1957. 

Mr. Rotanp H. LANGE, 

Vice President, Hartford Fire Insurance Co., 

Hartford, Conn. 


DeAR Mr. LANGE: Your letter of October 17 requested me as chairman of the 
national board laws committee to consider the nuclear exclusion clause pro. 
posed by London Underwriters for attachment to reinsurance treaties, 

When I called you subsequently, I found you and Mr. Hullett were away 
and I discussed the matter with Manning Heard who agreed with me as to 
the desirability of viewing the situation from the standpoint of the two ny. 
clear syndicates rather than from the standpoint of individual insurance com. 
pany operations. This prompted me to suggest to Bill Berry, as chairman of 
NEPIA’s advisory committee, the necessity of an explanatory letter to be 
sent by NEPIA to its members and I later consulted with Sumner Stanley 
as to the nature of such letter, which has now gone forward under date of 
October 23. Mr. Stanley caught me on the eve of my departure for a trip 
to the Midwest and neither of us was able to devote full time to the word. 
ing of the letter with which I was not entirely satisfied. 

I think these are the important things to get across to the NEPIA members: 

1. NEPIA requested from London Underwriters a firm reinsurance com- 
mitment and this was the occasion for the proposed exclusion clause. 

2. London Underwriters understandably wish to be in as good a position 
as NEPIA members in fixing the exact dollar limit of their exposure with ref. 
erence to specifically assumed nuclear risks (NEPIA members have obviously 
limited their dollar commitments by earmarking their percentage partici- 
pation and by reserving to themselves the determination of what nuclear risks, 
if any, will be written by them independently) and the only way London Under- 
writers can achieve this result is to propose an exclusion clause which in ef- 
fect will prevent their exposure to liability other than through their reinsur- 
ance commitment to NEPIA. The practical effect of this is to make NEPIA 
the exclusive medium for writing nuclear risks, notwithstanding the absence 
of any exclusive feature in its constitution, but I think this should have been 
recognized by all of us when we contemplated the necessity for reinsurance. 

8. It is significant that London Underwriters have limited the exclusion clause 
to specifically assumed nuclear risks and have not attempted to exclude liability 
which might attach under conventional forms of coverage (i.e., the standard 
fire policy, extended coverage endorsement, etc.). Bill Berry has confirmed to 
me that this was the intention of London Underwriters and he feels certain that 
a confirmation of this intent will be readily available. While it is true that 
the proposed exclusion clause ventures a little beyond NEPIA’s field when it 
excludes specifically assumed coverage of radioactive contamination, this seems 
understandable when it is recognized that London Underwriters wish to be ina 
position to earmark their exact dollar exposure on each specifically assumed risk 
and there was no other way to accomplish this result having in mind that NEPIA 
is constitutionally a nonexclusive syndicate (as you know, the same was not 
necessary in the case of NELIA which is constitutionally an exclusive syn- 
dicate). 

4. London Underwriters apparently recognize that their ceding companies in 
America may be liable under outstanding fire and extended coverage forms for 
radioactive contamination and that the removal of this liability will take some 
time to accomplish by an appropriate exclusion clause, still in the hands of a 
national board committee, in view of the statutory nature of the fire policy as 
well as the length of term under outstanding policies and London Underwriters 
are willing to follow the fortunes of their ceding companies in America during 
the interim (presumably if the American industry “drags its feet” London 
Underwriters would become more insistent, but at the moment it appears they 
are not pushing on this phase of our joint exposure). 
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5, The reinsurance commitment of London Underwriters is conditioned upon 
the attachment of the proposed exclusion clause, pending which no reinsurance 
js available for our syndicate writings (either NEPIA or NELIA), which makes 
it imperative from the standpoint of the syndicates to have the proposed exclusion 
clause duly accepted by all member companies. Since the reinsurance negotia- 
tions initiated by the syndicates were responsible for the evolution of the proposed 
clause, it seems appropriate that NEPIA clarify the meaning of the physical 
damage exclusion clause just as NELIA has already done to its members in 
reference to the proposed liability exclusion clause, , 

Ray Berry told me of his conversations with you on this subject about 10 
days ago and when I repeated to him the foregoing analysis he seemed to think 
that it would convince you that it would be inappropriate for the national board 
laws committee at this stage to take over the negotiations with London Under- 
writers and that it would be preferable to allow this to continue in the hands of 
NEPIA. I feel certian that NEPIA can supply to its members whatever claritica- 
tion of meaning seems necessary or desirable and both Ray Berry and I will be 
glad to assist unofficially in this respect. 

If you or Mr. Hullett have any different idea and still wish the laws committee 
to take jurisdiction, please let me know. 

Sincerely, 
H. C. J., 
Chairman, Committee on Laws. 


(Copy for Mr. Berry) 


HARTFORD FIRE INSURANCE Co., 
Hartford, Conn., November 18, 1957. 
Mr. H. Clay JOHNSON, 
Deputy U.S. Manager, Royal-Liverpool Insurance Group, 
New York, N.Y. 

Deak Mr. JOHNSON: Thank you for your views as contained in your letter of 
November 12 in connection with the nuclear exclusion clause proposed by London 
Underwriters for attachment to reinsurance treaties. 

Since the national board’s subcommittee on the exclusion clause has some 
thing ready to report and, also, as the governing committee of NELIA and NEIPA 
are meeting on November 26, we are in agreement with your views that it will 
not be necessary for the laws committee of the national board to become in- 
volved at this time. 

Sincerely, 
RoLanp H. LANGE. 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
BoarRD OF FIRE UNDERWRITERS HELD IN THE BoarRD Room at 85 JOHN STREET, 
New YORK, ON NOVEMBER 20, 1957 aT 11 a.m. 


Present: Messrs. H. C. Johnson (chairman) and Frank F. Dorsey, E. H. 
Forkel, A. E. Heacock, C. A. Loughin, G. D. Mead, J. G. Niederlitz, Addison 
Roberts, F. Elmer Sammons, Francis Van Orman, Hugh Garland (representing 
John R. Barry), Hugh Harbison (representing Millard Bartels), John H. 
Dillard (representing James F. Crafts), Milton Mays (representing Nicholas 
Dekker), Paul Wilson (representing Paul E. Laymon), Russell Viering (repre 
senting John A. North), E. S. Coons (representing Harry W. Miller), General 
Counsel Berry, and R. E. Hughes of our staff. 

Also present were Richard Winslow, general counsel, Boston Insurance Co., 
and W. H. Tribou, secretary, Aetna Insurance Co. 

Advices of their inability to attend were at hand from K. E. Chapman, Lester 
Harvey, William MacLean, W. L. Nolen, and A. L. Ross. 


RHODE ISLAND—AUTOMOBILE HEARINGS 


Mr. Hall of the National Automobile Underwriters Association referred to 
public hearings in progress in Rhode Island as a result of recent rate increases 
in liability and physical damage rates. He brought the matter before this com- 
mittee because the underwriting profit formula has been criticized and there is 
a possibility that we might be confronted with legislation. Counsel for the 
NAUA will keep general counsel advised. 











4068 THE INSURANCE INDUSTRY 


MISSISSIPPI—CONTROL OF COMMISSIONS 


General counsel reported the action of the executive committee in October 
that we take no position on the proposed amendment to correct the commission 
control provision recently held to be unconstitutional, provided the laws eop. 
mittee saw no objection to such position. The laws committee saw no objection 
and concurred in the action of the executive committee. 


MICHIGAN—PREMIUM TAX ON FOREIGN COMPANIES 


The insurance commissioner of Michigan and all Michigan insurance interests 
have now joined in supporting our effort to have the attorney general revise or 
supplement his opinion to make clear the premium tax is to be paid on the basis 
of kind of insurance rather than on kind of company doing the writing. The 
matter is now before the attorney general. 


FEDERAL INCOME TAX RETURN—LINE 6(&) 


Our subcommittee on taxation plans to meet with the tax subcommittee of the 
Association of Casualty and Surety Companies and discuss the advisability of 
making a direct approach to Internal Revenue in connection with the above. 
The subcommittee was given discretion to act in accordance with the decision 
reached by the two subcommittees. 


INSURANCE CODES 


General counsel reported that new insurance codes are under consideration in 
Alabama, Arkansas, Florida, Montana, New York, and South Dakota, and a 
partial recodification in California. 


NEW YORK HEARINGS ON PROPOSED CHANGES IN INSURANCE LAW 


Deposit of securities—Chairman Johnson presented a proposal for a change 
in section 98, pursuant to the action of this committee at its last meeting. No 
one appeared in opposition. A draft of the amendment has been sent to our 
legislative representative to arrange for its prompt introduction. 

Unearned premium reserve—trust fund.—We opposed the proposal that the 
unearned premium reserve be kept separate and apart and held as a trust fund. 

Amendment to investment law.—We took no position on a proposal to amend 
the insurance law with reference to investment in fire and casualty stocks by 
life insurers. 


DELAWARE—FIRE DEPARTMENT TAX AND POLICEMEN’S PENSION TAX 


The laws passed at the 1955 session, imposing taxes for firemen’s and police 
men’s pensions, were declared invalid. Similar bills were introduced at the 1957 
one appeared in opposition. A draft of the amendment has been sent to our 
eral counsel stressed that special effort should be made to defeat this legislation 
and asked that companies alert their agents and fieldmen to the seriousness of 
this situation. 

NAIC—FLUCTUATION OF SECURITIES 


The insurance commissioners have before them a proposal for a reserve fund 
to cover fluctuation of security values of fire and casualty companies. 

Chairman Johnson reported this subject was before the American Insurance 
Association and their report takes the position of opposition to such a fund. Mr. 
Niederlitz is a member of the AIA committee. It was the sense of the meeting 
that we collaborate with that committee and general counsel can be guided by 
their report in appearing before the commissioners. 


FLORIDA—PROPOSED NEW INSURANCE CODE 


This code is being developed through an industry committee, working with a 
professional draftsman, Mr. Robert Williams. We are represented on the fire 
and casualty industry committee. At a hearing, November 19, before this 
committee, the following proposals were advanced : 

1. The insurance department recommended that whenever reinsurance was 
eanceled both the ceding and assuming insurer should give immediate notice 
to the insurance department. General counsel was authorized to consult with 
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’ the reinsurance companies on this matter and decision as to position on this 


eferred. 
Pee cheirmen of the committee—a local company executive—proposed a 
rovision that would bar life companies from owning fire or casualty affiliates 
and vice versa. It was the sense of the meeting that this proposal should be 
"3 The Florida insurance agents recommended the extension of the valued 
policy law to include coverages written under the extended coverage endorse- 
ment. It was the unanimous sentiment that such a provision should be opposed. 

4, The Florida insurance agents recommended the commissioner be given the 
power, in his discretion, to call a public hearing before fire and casualty rate 
filings become effective, and a further proposal that the law clearly provide 
that all rate filings shall be public and open to public inspection as soon as 
submitted to the insurance department. ; : 

These last two proposals by the Florida insurance agents have the whole- 
hearted support of the insurance department. They would be departmental 
proposals if the agents had not offered them. It was the consensus that the 
all-industry bill should be our guide and we should oppose such provisions. 

The agents favor these proposals because they want to force the companies 
to confer with them on all rate changes before any filing is made. They claim 
to have some arrangement with the casualty business that permits this on 
casualty filings. This is but one example of many where agents openly take the 
initiative in proposing legislation which they know the companies must oppose. 

It was the sense of the meeting that this agency problem be reported to the 
executive committee as a matter outside the field of activity of the laws 
committee. 


RoyYAL-GLOBE INSURANCE GROUP, 
New York, N.Y., November 22, 1957. 
Nuclear exclusion clause. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: This will confirm our telephone conversation yesterday con- 
cerning the proposed nuclear exclusion clause which has now been recom- 
mended by the advisory committee to the special committee of the national board 
and concerning which a meeting of the special committee has been called for 
December 11. 

As you know, the advisory committee has detached itself from the legal 
problems involved and has proceeded on the assumption that these would be 
dealt with when the clause is referred by the special committee to the laws 
committee for consideration, and it is in anticipation of the latter that I am 
setting forth my ideas. 

I think you agree with me that it would be impractical, if not impossible, to 
have the clause adopted as an amendment to the standard fire policy in all of 
the many States where it is statutory. Therefore, I am assuming that our 
approach will have to be a nonstatutory one (at least for an initial period of 
years awaiting a suitable opportunity to amend the statutory policy) and that 
the job of the laws committee will be to devise some method by which this can 
be accomplished with a minimum business risk. Although there is no authority 
in statutory-policy States for the commissioner to approve amendments to the 
policy, nevertheless it seems to me that commisisoner approval would be helpful 
in the event of any legal contest, especially if the contest merely involved the 
question as to whether the clause constituted an “amendment” of the statutory 
policy or merely a “notice” to the insurance-buying public. In other words, I 
feel that the support of the supervisory authorities could be helpful in establish- 
ing with the courts proof of an accepted “usage” in the business, thus overcoming 
any allegation of basic change in the policy provisions. In order to fit within this 
framework, however, it would be important to have the clause read as a “notice” 
or “interpretation” clause and not to read as an “exclusion” clause. 

For the reason mentioned above, the clause recommended by the advisory 
committee appears to be of the “exclusion” type. As a preliminary move in the 
direction of our required legal effort described above, I have recast the clause in 


the form of a “notice” or “interpretation,” thus avoiding any suggestion of 
amendment or basic change. 
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I realize that my redraft leaves much to be desired in the way of technica] 
perfection but it may serve as a basis for comparison if you think it desirable 
to have this aspect of the subject mentioned at the forthcoming meeting of the 
special committee where, I assume, you will be present. 

As told you on the telephone, I am encouraged by your report that Ambroge 
Kelly also has thoughts along the same lines. However, if he is reflecting 
only the views of the factory mutuals, it is not too reassuring since they have 
ways and means of eliciting from the policyholders acquiescence in contract 
changes which are not available to stock companies. If, however, Mr. Kelly 
is speaking for mutual companies generally, then his concurrence is more im- 
portant because their problem is identical with that of stock companies. 

I shall be pleased to have your reaction to my enclosed redraft of the clause, 

Sincerely, 
H. Ciay JOHNSON, 
Deputy U.S. Manager. 


P.S.—I neglected to state that, although we obviously have the legal option 
of a nuclear exclusion in the extended coverage endorsement, I have felt it 
desirable nonetheless to adopt the same “interpretation” approach on this in 
order to avoid any negative implication as regards outstanding term coverages, 


NUCLEAR INTERPRETATION CLAUSE 


It is understood that the peril of “fire” or “explosion” as referred to in the 
attached policy or in any endorsement attached thereto is not intended to and 
does not embrace nuclear reaction or nuclear radiation or radioactive contami- 
nation, all whether controlled or uncontrolled, nor is any loss therefrom covered 
under said policy or endorsement whether such be directly or indirectly, proxi- 
mately or remotely, or in whole or in part caused by, contributed to, or aggra- 
vated by said peril of “fire” or “explosion”; it being further understood, how- 
ever, that, subject to the foregoing, any loss from said peril of “fire” or 
“explosion” resulting from nuclear reaction, nuclear radiation, or radioactive 
contamination is covered by said policy or endorsement. 





(Copy to L. A. V. and Jack G. McKenzie) 


DECEMBER 9, 1957, 
Nuclear exclusion clause. 


Mr. H. CLay JOHNSON, 


Deputy U.S. Manager, Royal-Globe Insurance Group, 
New York, N.Y. 


Dear CLAy: Absence from the office has delayed my replying to your letter 
of November 22. 

As I told you over the phone, I share your views with reference to the 
approach which should be made in attempting to get the nuclear exclusion 
approved in the various States. I have not checked the language of your pro- 
posed form but I do approve the approach. 

As to the attitude of the mutuals, I think Ambrose Kelly’s expression was 
the expression of the mutuals generally. I talked with the general counsel for 
the American Mutual Alliance at the insurance commissioners’ convention. He 
feels as you and I do and, it follows, would go along with our thoughts unless 
he receives contrary instructions from his members. 

Sincerely, 


J. RAYMOND Berry, General Counsel. 


DECEMBER 11, 1957. 
Fire rate regulatory law; Florida proposed code—Hearings and appeals 
provisions. 
Mr. Rosert D. WILLIAMS, 
Williams ¢€ Williams, Seattle, Wash. 


Dear Bos: This is supplementary to our conversation at the Commodore and 
is directed to that part of our conversation where we were dealing with the 
problems connected with (a) hearings on rate filings and (b) appeals. 
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Under present provisions of the all-industry law and the other rate laws, delay 
in getting filings effective has in more than a few cases defeated the purpose 
of the filing. Even with everyone working toward a speedy decision, it fre- 
quently takes 15 months to get a filing effective and in some cases it has taken 
jonger than that. This comment is not directed at Florida. The trouble in 
most instances lies with the ordinary processes of the law, but if a rate 15 
months late is a right rate at the time it is approved for use, that is just pure 
happenstance and, of course, in most cases it will not be a right rate at that 


a told Florida is contemplating a provision in its code for hearings on 
filings before they become effective. This could make a timelag between filings 
and effective date even longer than at present. 

In view of the above, I suggest the following with reference to hearings: 

(1) A time limit of 2 weeks for completion of hearings, subject to exten- 
sion by court order on application to a judge of the highest State court on 
showing of special circumstances. 

(2) Decision within 2 weeks of closing of hearing. 

(3) Control of cancellation-and-rewrite abuses along the lines of the en- 
closed rule of the Virginia Rating Bureau. (I think something like this rule 
would have to be incorporated in the statute, inasmuch as we are on notice 
of growing independence of action, which could not be controlled by the rating 
bureau rule. ) 

On appeal I suggest : 

(1) A direct appeal to the highest court in the State; 

(2) The appeal taken on the typewritten record ; 

(3) A preferred position of the appeal over all other civil business, except 
election causes irrespective of position on calendar. 

(4) The court to exercise independent judgment with decision based on 
the preponderance of evidence. 

(5) The court may order the commissioner to approve the filings, or 
affirm, modify, or reverse the commissioner’s order. 

(6) When the commissioner’s order refuses a rate increase as requested 
in filing, or orders a decrease in existing filing, the court may stay—in the 
first case—such order and permit newly filed rates to become effective; 
or, in the second case, permit the present rates to continue, but such stay 
shall be conditioned upon the appellant first undertaking to account sepa- 
rately for and to pay promptly any money which any person may be com- 
pelled to pay, pending the review, in excess of the rate fixed by the order 
or decision of the commissioner in case such order or decision is sustained. 

I think you are quite familiar with the reasons why we believe these provi- 
sions are necessary. We touched on them at some length in our conversation. 
I will, however, be glad to continue our discussion or elaborate by letter, if 
you have any questions. 

Just a few words as to the above appeal provisions: The provision for appeal 
on the typewritten record is common in cases where speed is important. As you 
know, preparation and printing of the record is a major cause of delay. 

Without researching all of the States, I have found a surprisingly large body 
of law in the public utility field, supporting the other suggestions in connection 
with appeals. Your own State of Washington has two (sec. 80.04.180 and 
81.04.180) which go part way and would be helpful in the case of decrease orders. 
Virginia goes further and California goes all the way. 

Insurance, of course, is not a public utility, but the reasons for speed on 
appeal and use of filed rates, pending appeal, are far stronger in the case of 
insurance than they are in the case of public utilities. The fact is, Florida has 
already recognized this in part by permitting the use of casualty rates pending 
appeal as to those rates (Florida Stat. Ann., sec. 630.12(2) ). 

If you plan to use the all-industry rate law, and if you desire me to do so, 
I will undertake a first draft of amendment to incorporate the above proposals. 

Yours very truly, 


J. RAYMOND Berry, General Counsel. 
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Rue No. 29-B. WHEN FILINGS For RATE INCREASES OR FORM RESTRICTIONS Ape 


PENDING BEFORE THE STATE CORPORATION COMMISSION FOR HEARING yp, 


APPROVAL 


1. While there is pending before the State corporation ‘commission for hear- 
ing and approval a filing proposing rate or premium increases or restrictions 
in form of coverage, the following rules shall apply, anything to the contrary 
notwithstanding. “Such filing shall be considered as ‘pending’ as of the date 
on which the State corporation commission issues an order requiring a public 
hearing on such filing. The rating bureau shall mail immediately a general butle. 
tin to agents advising them thereof.” 

(A) In no case may any policy or contract or item of insurance be canceled or 
reduced in amount on a pro rata basis except at request of company in accordance 
with printed conditions of the policy. 

(B) Policies whose renewal date occurs while any such filing is pending may 
be renewed for not exceeding the same amount and term as that of the expirip 
policy, using the then current rate and form, provided that full information 
concerning such expiring policies is furnished the bureau. This permission sha} 
apply— 

(1) only where policies are renewed not exceeding 30 days in advance of 
their expiration date; and 

(2) if such renewals are received in the bureau office prior to the effective 
date of any final decision of the State corporation commission as to any 
such pending filing. 

(C) Except as provided by paragraph B above, no insurance shall be written 
for a period in excess of 1 year while any such filing is pending, and the 
terms of existing policies may not be extended; nor may amounts of insurance 
be increased under existing policies if the unexpired term thereof be in excess 
of 1 year. 

(D) Upon announcement of decision upon any such filing, those policies written 
in accordance with paragraph C above may be extended as to term, pro rata 
of new term rate, provided that endorsements for that purpose are received in 
rating bureau office within 30 days of the effective date of the decision. However, 
if the decision involves restrictions in form of coverage, no such extensions of 
term are permitted unless new forms are substituted on such policies. 





ExcerPT FROM THE MINUTES OF THE EXECUTIVE COMMITTEE FOR 
DECEMBER 12, 1957 


REPORT OF COMMITTEE ON LAWS 


Chairman Johnson read the attached report which was approved, including 
confirmation of payment of bills as listed therein. 

Florida insurance code.—General counsel reported he has been in correspond- 
ence with Mr. Robert Williams with suggestions for changes in the rating law 
to expedite hearings and appeals from administrative decisions looking toward 
a shortening of the period between the date when the rate is filed and the date 
when it becomes effective. This action is precipitated by the announced inten- 
tion of the Florida Insurance Department to provide in the new code for hearings 
on rate filings before they become effective. 


* * * >» * 


NATIONAL BoarD SUBCOMMITTEE ON INDUSTRIAL USES OF ATOMIC ENERGY REPORT 
TO THE SENIOR COMMITTEE, DECEMBER 18, 1957 


REVIEW OF SUBCOMMITTEE’S ACTIVITIES 


Under its original assignment, and after extensive study by its members, and 
numerous meetings and conferences, the subcommittee rendered its first report 
July 9, 1956, containing a recommended exclusion clause. The senior committee 
did not make final commitment on the advisability and practicability of an ex- 
clusion so far-reaching, particularly as to loss by fire following a reactor incident, 
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and requested reconsideration and further study. Exploratory questions were 
ested. 

othe subcommittee has availed itself of the technical assistance of Dr. V. L. 
Parsegian, a nuclear physicist on the faculty of Rensselaer Polytechnic Institute, 
Dr. John K. Dunning, a nuclear physicist on the staff of Columbia University, 
Mr. Reuel C. Stratton of the Travelers Indemnity Co., who is vice chairman of 
the Reactor Safeguards Committee of the Atomic Energy Committee, and 
Mathew M. Braidech of the national board staff. 

The subcommittee’s second report of November 14, 1957, was reviewed by the 
senior committee on December 11. The subcommittee was asked to continue its 
studies and also submit two kinds of exclusion clauses—one, a “positive exclu- 
sion” as set forth in the November 14 report; a second, of the “notice” or 
“interpretation” style. 

The senior committee also suggested reconsideration whether loss by explosion 
(as contrasted with loss by fire) arising out of a nuclear incident should or 
should not be excluded. 

In carrying out these instructions, we now submit a comprehensive report 
superseding prior reports. 


PREMISES GUIDING THE SUBCOM MITTEE—DEFINITIONS—TERMINOLOGY 


Nuclear installations entail the hazard, however remote, of uncontrolled in- 
cidents. Uncontrolled nuclear reaction in fissionable material undoubtedly pre- 
sents the possibility of radioactive contamination over a wide area, whether such 
reaction derives from a power reactor, experimental reactor, test reactor, “criti- 
cal facility,” or an installation for fabricating or storing fuel elements or for 
processing substantial quantities of fissionable material, or an installation for 
reprocessing, salvaging, chemically separating, storing or disposing of “spent” 
nuclear fuel or waste materials. Related transportation of fissionable material 
presents a like possibility. In the several different kinds of nuclear facilities 
named, the possibility of uncontrolled reaction will vary considerably. The 
extent of possible property damage by radioactive fallout ensuing from uncon- 
trolled reaction will depend on various factors, among them the kind and amount 
of fissionable materials present, effectiveness of containment and the amount 
and values of property in the area over which fallout takes place. 

Our study of the possibility of damage necessarily included contemplation of 
the effects of a nuclear incident in what we believe to be the worst potential 
situation, i.e., the runaway of a large commercial power-producing reactor, rup- 
tured reactor containment, unfortunate conditions of terrain and weather, and 
large property values in the area involved. It is this extreme situation we have 
referred to as a “nuclear reactor incident” in our answers to questions 1 and 2 
hereinafter. Nuclear physicists in Government and industry have stated that 
occurrence of such an incident is in and of itself remote. We have, therefore, 
first presupposed the incident, and then gone on to appraise the possibility of 
damage ensued therefrom. While believing the probability of such an incident 
to be remote, it is our opinion that, should it occur, the products of fission could 
fall out over and contaminate a wide area, and the ensuing property damage 
might be of unmeasurable magnitude and beyond the combined capacity of all 
insurance companies. 

A power reactor contains nuclear fuel which, by means of controlled reac 
tion, generates large quantities of heat. The process is accompanied by high 
temperatures. If the reaction gets out of control, it may be said to “run away,” 
and the temperature may rise almost instantaneously to an astronomical level. 
In such an event, the reactor may “melt down,” the containment thereof may be 
breached, and the heat escape and ignite combustible material near by. The 
high temperature and the “meltdown” may also, in spit-second sequence, lead 
to chemical combination of metals used in the reactor with water or other sub- 
stances present, with resultant blast effect. The important point to bear in 
mind is the extreme rapidity with which an uncontrolled reaction can be fol- 
lowed by fire or explosion. Moreover, a reactor incident of this description will 
be followed by release of radioactive fission products which will contaminate 
property in the vicinity and which may fall out at some distance from the re- 
actor site and contaminate a wide area. It is this certainty of radioactive con- 
tamination following a power reactor incident where containment is ruptured, 
that creates a serious problem for the underwriter. 

After property damage ensues from a reactor incident, it may, for the reasons 
just recited, be extremely difficult to determine exactly what caused the dam- 
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age—whether uncontrolled reaction, fire, explosion or radioactive contamination 
or a combination of these things. As scientists analyze it today, nuclear rege. 
tion is not a fire or explosion. Nevertheless, it may be contended that fire or 
explosion or both caused the damage. If that contention be successful in the 
courts, then radioactive contamination ensuing from uncontrolled nuclear rege. 
tion might well be characterized as proximately caused by a fire or explosion 
and insurers held liable for loss by contamination under fire or explosion pol- 
icies. The word “explosion” especially could, in the development of the nuclear 
science, be forced to take on further meanings, including strained ones, that 
we cannot foresee. Thus there is introduced the possibility that the word “ex. 
plosion,” as used in contracts of insurance, might be stretched to embrace qj) 
radioactive contamination arising from a reactor incident or indeed from any 
other nuclear incident. It is this inseparableness from the peril of radioactive 
contamination that connects and involves the perils of fire and explosion— 
whether fire or explosion cause a reactor incident, or be the result of a reactor 
incident. 


QUESTIONS PROPOUNDED BY THE SENIOR COMMITTEE 


Question 1. Is there a possibility of catastrophic fire damage ensuing from a 
nuclear reactor incident? 

Answer. Nuclear reaction in a reactor generates extreme heat. Under normal 
operating conditions the heat is carried away in the manner intended and the 
temperature remains under control. Should the reaction escape control, exces. 
sive temperature may build up which can melt down the fuel and other com- 
ponents of the reactor, with the emanation of intense heat, especially if the re- 
actor containment is ruptured by the incident. This heat could be transmitted 
to any combustible material on the reactor plant site and cause that material 
to be consumed by fire. Nevertheless, considering the strict governmental super- 
vision intended over the location, design and structural character of power re- 
actor installation, we consider it unlikely that there will be enough combustible 
material within the vicinity of a reactor powerplant—on or off the plant site— 
to support a fire of more than ordinary proportions. 

Granting the occurrence of a reactor incident, the risk of fire damage of 
catastrophic proportions arising by spread of flame from the reactor, is no 
greater than that which might arise from a high-hazard chemical plant simi- 
larly situated. This risk, therefore, is one that, in our opinion, could 
be assumed by insurers, provided insurance contracts can be worded in such a 
way as to grant the coverage without leaving in the possibility that the under- 
writer will have to pay for damage to property away from the reactor site caused 
by or resulting from radioactive contamination per se. 

There is, however, another possibility that must not be ignored. This is the 
danger of interference by radioactive contamination with the control of the 
spread of fire. Radioactive materials released by any uncontrolled nuclear re- 
action are capable of interfering with the control of the spread of fire by con- 
taminating buildings or areas to such a degree as to make occupancy by fire- 
fighting forces unsafe unless proper precautions are taken. The degree of inter- 
ference would vary widely according to a number of factors, among them (@) 
the nature and quantity of the fissionable materials involved in the uncontrolled 
reaction; and the amount and character of the fission products released; (b) 
the location of the nuclear incident with respect to combustible property and 
particularly built-up areas of combustible property in large urban centers; and 
(c) the training, experience (limited as it is at this time), and the special 
equipment that firefighting forces can bring to bear upon the control of fire in 
contaminated buildings or areas. 

As a result of a major reactor incident, under adverse conditions, large urban 
areas many miles away from the reactor may be radioactively contaminated. If 
seriously so, some property will be vacated and left uncared for, in which event 
fire may likely break out from some ordinary source such as electrical ap 
pliances, heat-producing devices or machines which are left unattended. The 
extent such a fire spreads would depend upon the degree of fire protection that 
remains in commission, the size of firefighting forces present, and their equip- 
ment and training for operating in contaminated surrounding. 

While the risk of fire of catastrophic proportions occurring in these adverse 
circumstances is small, it must be recognized that it does exist. We believe, 
however, that granting the occurrence of a major reactor incident, the conse- 
quent contamination of a large urban area, and the breaking out of fire, suf- 
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ficient access to the area will still exist to permit fire to be extinguished or 
checked before destruction of insured property reaches such proportions as to 
exceed the combined capacity of insurance companies to pay. ; 

Question 2. Is there a possibility of fire or explosion of any proportions out- 
side of a nuclear reactor resulting from a nuclear reactor incident? 

Answer. As respects fire, we believe our answer to question 1 covers the 
ache explosion, while a nuclear reactor incident might do blast damage 
within the plant area, it could not be comparable to the action of a bomb. Some 
metals used in reactors are capable, at high temperatures, of combining with 
water or other substances present, by means of chemistry not yet fully under- 
stood by scientists. Such chemical reaction could be accompanied by extreme 
violence and cause serious concussion damage within the reactor plant area, but 
probably to no greater degree than would be expected from an explosion in a 
high-hazard chemical plant similarly situated. For this reason, and considering 
again the strict governmental supervision intended over the location, design, and 
structural character of power reactor installations, the committee does not be- 
lieve there would be significant blast damage beyond the boundaries of the re- 
actor plant. 

Nevertheless, the likelihood that a chemical explosion of the kind under dis- 
cussion will cause fallout of radioactive material over a much wider area than 
that affected by concussion alone, constitutes a compelling reason why the insurer 
must be careful not to assume the risk of explosion following nuclear reaction. 
The clause submitted aims, therefore, at exclusion of loss by explosion if caused 
by a nuclear incident. 

Question 3. Is there a possibility that fire (regardless of its origin) might 
be spread by nuclear reaction whether such reaction takes place in a reactor or in 
fuel or in isotopes or other products of fission, and further, under what circum- 
stances, if any, might nuclear reaction interfere with control of the spread of 
fire? 

The subcommittee believes that this question really involves four separate and 
distinct questions which might be stated as follows: 

3A. Under what circumstances, if any, might nuclear reaction interfere with 
control of the spread of fire? 

Answer. We have covered this subject in our answer to question 1. 

3B. Is there a possibility that fire might be spread by nuclear reaction taking 
place in a reactor installation? 

Answer. Yes. We believe this possibility is covered by our answer to ques- 
tion 1. 

3C. Is there a possibility that fire (regardless of its origin) might be spread 
by nuclear reaction when such reaction takes place in fuel outside a reactor? 

Answer. Yes. Radioactive properties of fuel do not in themselves contribute 
to the combustibility of the fuel, but certain fuel and fuel element cladding do 
have combustible and pyrophoric characteristics which can contribute materially 
to the spread of fire. With proper handling, fuel in fabricating and processing 
plants and in other places ‘‘outside a reactor,” should not give rise to a nuclear 
reaction. However, it must be recognized that through the accidental creation 
of a critical mass of fuel by improper handling or storage, uncontrolled nuclear 
reaction may take place and spread fire to a localized extent. How much further 
such a fire might be spread would depend upon the factors already discussed in 
our answer to question 1. 

8D. Is there a possibility that fire (regardless of its origin) might be spread by 
nuclear reaction in isotopes or other products of fission? 

Answer. We think it unlikely. Radioactive isotopes, other products of fission, 
and any chemical compounds containing them have fire and explosion properties 
identical with the properties of these materials when not radioactive and, there- 
fore, their radioactive character would not contribute to the spread of fire. 


EXCLUSION CLAUSE, FIRE POLICY 


The senior committee instructed us to present two types of exclusion clause 
for the fire policy: first, an “all out” version that would relieve the insurer of 
liability under any and all circumstances arising from damage by nuclear perils; 
the second, a clause of the same scope except not going so far as to exclude dam- 
age by fire following a nuclear incident. Questions having been raised about the 
legislative practicality of achieving an exclusion of loss by fire following a nuclear 
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incident in view of the statutory character of the fire policy in many States, the 
senior committee also requested that each of these exclusion clauses be drawn up 
along two lines: First, as a “positive exclusion” type; and second, as a “notice” 
or “interpretation” type. In compliance with these instructions, the following 
clauses are now submitted : 


Nuclear exclusion clause 


I. Positive style: “All out” exclusion.—This company shall not be liable for 
loss by nuclear reaction or nuclear radiation or radioactive contamination, 
all whether controlled or uncontrolled, and whether such loss be direct or 
indirect, proximate or remote, or be in whole or in part caused by, contributed 
to, or aggravated by the perils insured against in this policy. 

II. Positive style: Fire following nuclear reaction not excluded.—This com- 
pany shall not be liable for loss by nuclear reaction or nuclear radiation or 
radioactive contamination, all whether controlled or uncontrolled, and whether 
such loss be direct or indirect, proximate or remote, or be in whole or in part 
caused by, contributed to, or aggravated by the peril(s) insured against jn 
this policy ; however, subject to the foregoing provisions of this clause and all 
provisions of the policy to which it is attached, this clause shall not exclude 
direct loss by fire resulting from nuclear reaction, nuclear radiation, or radjo- 
active contamination. 

III. Notice or interpretation style—“all out” exclusion—It is understood 
that the word “fire” in this policy or endorsements attached hereto is not 
intended to and does not embrace nuclear reaction or radioactive contamination, 
all whether controlled or uncontrolled, nor is loss by nuclear reaction or nuclear 
radiation or radioactive contamination insured against by this policy or said 
endorsements, whether such loss be direct or indirect, proximate or remote, or 
be in whole or in part caused by, contributed to, or aggravated by “fire.” 

IV. Notice or interpretation style—Fire following nuclear reaction not eg- 
cluded.—It is understood that the word “fire” in this policy or endorsements 
attached hereto is not intended to and does not embrace nuclear reaction or 
nuclear radiation or radioactive contamination, all whether controlled or un- 
controlled, nor is loss by nuclear reaction or nuclear radiation or radioactive 
contamination insured against by this policy or said endorsements, whether 
such loss be direct or indirect, proximate or remote, or be in whole or in part 
caused by, contributed to, or aggravated by “fire”; it being further understood, 
however, that subject to the foregoing and all provisions of this policy, direct 
loss by “fire” resulting from nuclear reaction or nuclear radiation or radioactive 
contamination is insured against by this policy. 

It will be noted that the senior committee’s injunction to exclude direct damage 
by radioactive contamination under all circumstances has been carried out. 


RECOMMENDATIONS 


The subcommittee recommends the use of— 

Nuclear exclusion clause I: Positive style—‘‘all out’’ exclusion—on all 
policies and endorsements (such as extended coverage endorsement) not 
covering the peril of fire. 

Nuclear exclusion clause II: Postive style—fire following nuclear reaction 
not excluded—on all nonstatutory policies which include the peril of fire. 

Nuclear clause IV : Notice of or interpretation style—fire following nuclear 
reaction not excluded—on all statutory fire policies. 

The subcommittee appreciates that other segments of the business—casualty, 
automobile, and inland marine—may find it necessary to make some amendments 
in these clauses to meet their needs. 


CONCLUSION 


This report is, upon the instructions of the senior committee, referred to the 
laws committee of the National Board of Fire Underwriters for decision as to 
the form of exclusion and implementation of the exclusion program with respect 
to the fire policy, extended coverage endorsement, and other forms of property 
insurance. 

The remaining portion of the subcommittee’s assignment deals with recom- 
mending the extent to which liability gotten rid of by the exclusion clauses for 
fire and other insurance contracts may subsequently be assumed, with or without 
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additional premium charge, and methods of accomplishment. While the sub- 
committee has already made a preliminary report on this phase of the problem, 
we believe that a solution thereof must await decision by the laws committee as 
to the scope and language of the exclusion clauses themselves. 
Respectfully submitted. 

A. L. POLLEY, Chairman. 

WILLIAM H. Berry, 

FELIX HARGRETT. 

CHARLES P. JERVEY. 

H. T. Lewis. 

L. M. MICHEL. 


DECEMBER 27, 1957. 


National Casualty Company, Petitioner and Appellant, v. Federal Trade Com- 
mission, Respondent and Appellee. 

Mr. Joun S. HAMILTON, Jr., 

General Counsel, American Mutual Alliance, 

Chicago, IU. 

Deak JoHN: Confirming telephone conversation with your office today, Com- 
missioner Navarre would like to meet with you, Ray Murphy, Bob Neal, and me 
at noon on January 8, 1957, at this office. 

The purpose of the meeting is to discuss brief which is to be filed by the 
attorney general of Michigan and other subscribing attorneys general in the 
above case. Please come prepared with suggestions as to course. 

Sincerely, 
J. RAYMOND Berry, General Counsel. 


INTERREGIONAL INSURANCE CONFERENCE 


COMMITTEE ON NUCLEAR ENERGY PROPERTY EXCLUSION, MEMORANDUM OF MEETING OF 
JANUARY 6, 1958 


Present: Mr. Berry, chairman, with Mr. Rathbone; and Mr. Hargrett, Mr. 
Lewis, Mr. Polley, Mr. Beckwith, and Mr. Sorensen. 

The committee undertook a review of the basis of the clause tentatively de 
veloped at the previous meeting of December 27, as against the merits of a 
nuclear property exclusion incorporating to the maximum possible extent the 
exact language of the property listing in the Lloyds of London nuclear incident 
exclusion clause. After considerable discussion it was the concensus that a 
clause corresponding closely in its property references to the Lloyds reinsurance 
clause was preferable. 

It was felt that such an exclusion should include a simplified definition of 
“special nuclear material” as referred to in the property listing, this to be de- 
veloped from the meaning of that term as set forth in the Atomic Energy Act 
of 1954. Proposal A, attached, is the clause so developed. The references to 
“critical facilities’ and “substantial quantities” in the Lloyds property listing 
were not included in this clause for direct insurers as not being appropriate or 
utiderstandable in the field by agents and the public. It was felt that the 
scopes of these terms are recognized in the proposed property listing of nuclear 
reactors and of installations handling “special nuclear material” read in con- 
junction with the definition of that phrase in the clause. 

It was the consensus that proposal A Should be promptly reviewed with the 
general counsel of the national board; also, an alternative proposal B, attached, 
which was drafted to embrace the same scope of properties referred to in the 
Lloyds reinsurance exclusion clause but in somewhat different language as to 
“special nuclear material” without use of that term in order to avoid the neces- 
sity of including a definition in the clause. 


PROPOSAL A.—NUCLEAR PROPERTY EXCLUSION 


It is a condition of this policy, any other provisions or stipulations herein to 
the contrary notwithstanding, that this policy shall not cover any building or 


structure or the contents thereof where there is, in the care, custody, or control of 
the insured— 
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I. A nuclear reactor powerplant including all auxiliary property on the Site, or 

II. Any other nuclear reactor installation including laboratories handling 
radioactive materials in connection with a reactor installation, or 

III. An installation for fabricating complete fuel elements or for processing 
storing, or using ‘special nuclear material,’ or for reprocessing, salvaging, 
chemically separating, storing, utilizing, or disposing of spent or used nuclear 
fuel or waste materials. 

“Special nuclear material” as used in this clause shall mean plutonium, ura. 
nium 233, uranium 235, uranium enriched in the isotope 233 or in the isotope 235 
or any material artificially enriched by any of the foregoing; however, this does 
not include any radioactive isotopes used only for measuring, inspecting, testing 
tracing, biological purposes, or chemical activation. , 


PROPOSAL B.—NUCLEAR PROPERTY EXCLUSION 


It is a condition of this policy, any other provisions or stipulations herein to 
the contrary notwithstanding, that this policy shall not cover— 
(a) any nuclear reactor powerplant including all auxiliary property on 
the site thereof; 
(0) any building or structure, including the contents thereof, which con- 
tains, in the care, custody, or control of the insured— 
(1) a nuclear reactor of any type, including laboratories handling 
radioactive materials in connection with a reactor installation; or 
“) any nuclear fuel in a manufactured or fabricated state, new or 
used ; or 
(3) any plutonium, uranium 233, uranium 235, uranium enriched in 
in the isotope 233 or in the isotope 235, or any material artificially 
enriched by any of the foregoing; however, this does not include any 
radioactive isotopes used only for measuring, inspecting, testing, tracing, 
biological purposes, or chemical activation. 


INTERREGIONAL INSURANCE CONFERENCE 


STATEMENT OF PRINCIPLES—ASSESSMENT FOR PARTIAL SUBSCRIBERS 


1. In all jurisdictions where it is legally proper to assess a member or sub- 
seriber at the full rate of assessment on the basis of it entire premium writings 
for all of the classes rated by the rating organization, irrespective of whether 
rating service is accepted for all classes by the member or subscriber, such 
method of assessment shall be followed. 

2. In those jurisdictions where it is not legally proper to assess as outlined in 
paragraph 1, an enabling rule shall be enacted providing that service charges 
for members or subscribers who elect to subscribe for limited or partial service 
(excluding one or more classes on which the bureau maintains service), shall 
be adjusted to equitably apportion the cost of all services performed by the 
bureau. In such apportionment due consideration shall be given to the variation 
of such cost as between— 

(a) classes requiring inspection or specific rating, and 
(b) classes provided for under flat rate schedules or tariffs. 

8. In assessing a partial subscriber, bureaus shall determine the rate of assess- 
ment that would be required to meet bureau expenses if the class or classes sub- 
ject to partial subscribership were eliminated entirely from the bureau services 
and basis for assessment. Not less than the resulting calculated rate of assess- 
ment shall be applied to all premiums written by a partial subscriber on classes 
of business for which it subscribes to bureau service; but in no case shall the ad- 
justed rate of assessment increase the dollar assessment which would be devel- 
oped had the regular rate been applied to the total premium writings of the 
partial subscriber. 

4. It is not intended that these principles should apply to assessment agreements 
already in force between rating organizations and partial subscribers except in 
such cases where the method of assessment should be reviewed in the light of 
these principles. It is understood that special circumstances may prevail with 
respect to certain longstanding partial subscribership situations which, in the 
interest of fairness, call for special treatment for such partial subscribers. 
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NUCLEAR INSURANCE RATING BUREAU, 
New York, N.Y., January 8, 1958. 
Re: Nuclear clause, December 18, 1957. 
Mr. J. RayMOND BERRY, _ 
General Counsel, The National Board of Fire Underwriters, 
New York, N.Y. 

Dear Ray: Thanks very much for yours of January 6. Apparently the clause 
is designed as an exclusion from a fire policy and would have to be revised ac- 
cordingly to serve the purpose with regard to inland policies. : 

I wonder if London’s reinsurance nuclear incident exclusion clause is coexten- 
sive with your clause. 

I will appreciate your advices as to the disposition of this matter so that we 
ean undertake to do the necessary just as soon as possible. 

Sincerely, 
JOSEPH G. BILL. 


(March 11, 1958: Sent Mr. Polley copy of letter to Mr. Howard S. Omsberg, 
manager, National Automobile Underwriters Association) 


HARTFORD FIRE INSURANCE Co., 
Hartford, Conn., January 9, 1958. 
First revision of family automobile policy exclusion pertaining to nuclear 
energy—Mr. Omsberg’s letter to you dated December 23, 1957 
Mr. L. A. VINCENT, 
General Manager, The National Board of Fire Underwriters, 
New York, N.Y. 

Deark Mr. VINCENT: With the thought that you may wish to have this matter 
reviewed by the committee on laws prior to the meeting of the executive com- 
mittee, I would present the following comments. 

I have discussed this matter informally with the members of the subcommittee 
on industrial uses of atomic energy in attendance at our recent meetings (essen- 
tially Mr. William H. Berry, Mr. H. T. Lewis, and Mr. Felix Hargrett), with 
executives in attendance at the recent interim committee meeting of the National 
Automobile Underwriters Association, and with other underwriters from time 
to time as opportunity presented itself (including our own executives), asking 
this question : 

“Do you think it would be necessary to exclude from the family automobile 
policy loss caused by an atomic incident other than the contamination brought 
about thereby ?” 

Without exception, those with whom I have discussed this matter are of the 
opinion that the only catastrophe hazard we can expect is from contamination, 
whereby it is not necessary as regards the family automobile policy to go beyond 
that simple exclusion. 

Since it is contemplated that a recommendation will be made to incorporate 
an atomic exclusion going beyond contamination in our fire and inland marine 
policies under a clause which will spell out the exclusion in some detail, this 
matter is submitted for review by the committee on industrial uses of atomic 
energy in order to avoid any possibility of doing violence. 

It is contemplated that a very simple exclusion will be used in the family 
automobile policy under the general heading: 

“This policy does not apply : 

“(g) to loss due to radioactive contamination.” 

The above needs a word of explanation. The exclusions in the family auto- 
mobile policy under the general heading: “This Policy Does Not Apply” are all 
very simply stated. The best example is “(b) to loss due to war.” In most 
of our other contracts this exclusion is spelled out in a great deal of detail, 
mentioning “hostile or warlike action in time of peace or war” and also men- 
tioning “insurrection, rebellion, revolution, civil war’—with all of which you 
are familiar. 

However, in the automobile policy the simple exclusion on “to loss due to war” 
has been deemed sufficient, whereby it was thought that if we started to spell 
out in detail the exclusion of radioactive contamination we could indirectly do 
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violence to the effectiveness of the other simply stated exclusions. Therefore 
the same simple treatment was recommended. . 

The casualty interests have recommended the attachment to the family auto. 
mobile policy, with respect to liability coverage, the nuclear energy liability ex. 
clusion (limited form), the effect of which is to guard against a company hay- 
ing double liability; namely, under both the family automobile policy ang 
through the Nuclear Energy Liability Insurance Association on the same inej- 
dent. 

Liability under the family automobile policy is excluded if liability exists under 
a policy issued by NELIA (or Mutual Atomic Energy Liability Underwriters), 
which is a much more limited exclusion as respects the family automobile 
policy as compared with other liability coverages. This is in line with the 
limited exclusions (contamination only) being recommended physical damagewige 
for this same policy. 

In the opinion of the undersigned, the recommendation of the National Auto- 
mobile Underwriters Association would not do violence and the National Board 
of Fire Underwriters could well indicate no objection thereto. 

Very truly yours, 


A. L. Potty. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
COMMITTEE ON LAws, 
CHICAGO OFFICE, 

January 9, 1959. 

Re Nebraska legislation. 

Mr. C. R. HOLOUBEK, 

President, Nebraska Capital Stock Insurance Association, 

Omaha, Nebr. 


Dear Mr. HoLtovusek: Your letter of January 6, 1959, addressed to Walter 
Dithmer, has been discussed with me and I have decided to write you direct 
and avoid needless time loss and correspondence. 

I am aware of all you say with respect to our present legislative counsel and 
want to point out a few other considerations. Our Nebraska representation 
was set up some years before I came to my present position. I do not say this 
to pass the blame nor to admit that the arrangement was improper; rather, 
I want it clear that it is my opinion we should not make a change in counsel 
until it is made necessary or until we have an adequate substitute at hand. 

It was generally for this reason that I suggested we now appoint a committee 
of four or five persons to a legislative advisory committee for fire and allied 
insurance legislation. ‘These people would act primarily in advisory capacities 
-but on oceasion would be called upon to assist where especially important legis- 
lation is concerned. I think at first they would work with present counsel; 
later, I believe the committee and this office both would be in better position 
to determine the next step, including the employment of new counsel if it is 
advisable. 

Naturally (as in other States), we would expect to obtain the consent of 
member companies to the use of their State agents and to pay the expenses of 
the committee in connection with legislation. I possibly should point out that 
neither our local legislative advisory committees nor the staff of the national 
board determines our position with respect to particular legislation; our policy 
decisions are made by a laws committee composed of executives from member 
companies. 

I expect to be in Lincoln in the next few weeks and possibly we can arrange to 
get together for additional discussion. In the meantime, I would suggest we 
go ahead on the basis indicated unless you have some alternative to propose. 


If there are other questions which you would like answered I should be happy 
to hear from you. 


Yours very truly, 


WILLIAM L. MARTIN. 
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INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., January 138, 1958. 
Assessment—Partial subscribers. 
Mr. L. A. VINCENT, 
General Manager, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. VINCENT: Supplementing correspondence that we have had in the 
st on this matter I enclose a copy of a “Statement of Principles, Assessment 
for Partial Subscribers” which has just recently been approved by our executive 
mittee. 
This material was drafted by a special subcommittee of the executive committee 
following studies of asessment methods presently in effect in the several major 
regional fields. : 

Because we are expecting to have an advisory committee meeting in the next 
30 days I am not sending this out as an immediate recommendation in order that 
we may have an opportunity of first presenting it to our advisory committee for 
review by that body. 

Yours very truly, 


Roya M. BeckwitH, Manager. 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
Boakp o¥ FIRE UNDERWRITERS HELD IN THE BoaRD RooM ON JANUARY 15, 1958, 
AT 11 A.M. 


Present: Mr. H. Clay Johnson, chairman, and Messrs. Philip Brown, K. BD. 
Chapman, Nicholas Dekker, Frank F. Dorsey, Lester S. Harvey, C. A. Loughin, 
William MacLean, J. G. Niederlitz, Francis Van Orman, Hugh Garland (repre- 
senting John R. Barry), Hugh Harbison (Millard Bartels), J. F. Deegan (repre- 
senting E. H. Forkel), William A. Wickham (representing Paul E. Laymon), 
Donald BE. Reutershan (representing G. D. Mead), Russell Viering (representing 
John A. North), Peter Korsan (representing Addison Roberts), B. S. Coons 
(representing Harry W. Miller); also R. D. Winslow, general counsel, Boston 
Insurance Co., as well as General Counsel Berry, General Manager Vincent, 
Assistant General Counsel McKenzie, and Ray Hughes of the law department. 

Advices of their inability to attend were at hand from Messrs. A. B. Heacock 
and W. L. Nolen. 

LEGISLATURES IN SESSION 


General counsel reported the Federal Congress, as well as 16 State legislatures 
have convened. Louisiana will meet in May. 


FEDERAL CONGRESS 


General counsel attended a hearing of the House Ways and Means Committee 
on January 14, at which time the National Committee on Insurance Taxation 
presented its proposal for a change in the income tax provisions applicable to 
insurance companies, other than life. The NCIT proposal calls for a 1 percent 
premium tax, plus the normal corporation rate on investment income. Our 
previous instructions were to oppose this amendment. General counsel was again 
instructed to oppose and to file a memorandum in opposition. 

At the same hearing the factory mutuals asked that they be permitted to pay 
their tax on the same basis as stock companies. After discussion, it was the 
sense of the meeting that the matter be referred to our subcommittee on taxation, 
study the situation and get in touch with the Factory Insurance Association, 
reporting back at a subsequent meeting. 


STATE MATTERS 
Delaware 


An income tax bill, which included insurance companies, was amended before 
passage to exempt insurance companies which pay a tax on gross premiums. 
Bills providing for a fire department tax and firemen’s pension tax are again 


before the legislature. The bills were passed at the previous session, but were 
held unconstitutional for failure to obtain a three-fourths vote as required by 
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the constitution for revenue bills. Agents are not cooperating in opposing the 
legislation and some agents—close to the fire departments—are supporting it. 

Colorado has introduced a bill increasing our premium tax from 2 to 2% 

reent. 
 :euth Carolina: Legislation has not yet been introduced but our advices 
are that there probably will be an increase in our premium tax in view of the 
need for additional revenue. 

Mississippi: Legislation has been introduced to levy a 10 percent tax on 
premiums, in addition to the present 3 percent tax, to amend the income tax 
law as it affects insurance, to assess penalties and other fees against insurers, 

Massachusetts: A bill has been introduced providing for notice to agents who 
requests to be notified of any change in rates. This legislation will be opposed, 

New York: The national board has been named on an industry committee, 
which will work with the New York Insurance Department on the proposed 
revision of the New York insurance law—specifically to remove provisions which 
are in conflict with multiple line operation. We have been asked to appoint 
two representatives on this committee and the selection of the representatives 
was left with the chairman. 

Ohio: Consideration was given to a request from the Western Underwriters 
Association for our assistance in securing the repeal of the workmen’s com. 
pensation law in Ohio. It was the sense of the committee that we should advise 
the Association of Casualty and Surety Companies of this request and withhold 
any further action pending request for same from that association. 


RATE REGULATORY LAWS 


Hearings and appeals: General counsel stated that there is a definite treng 
toward legislation providing for hearings on rate filings before rates are ap 
proved. Following general discussion counsel was instructed to oppose such 
provisions and to seek a revision of appeals prcedure in line with the princples 
set out in the attached letter to Robert Williams—the draftsman of the proposed 
codes of a number of other States. 


NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 


Fluctuation of security reserves: Reference was made to a letter from Com- 
missioner Humphrey, chairman of the subcommittee on valuation of securities, 
requesting the national board to participate in the formation of an industry 
committee to discuss with his subcommittee matters related to the question of 
developing a mandatory security valuation reserve program for application to 
property insurers and requesting that the industry committee develop such 
material and exhibits as may be deemed pertinent to the subject in time for 
a meeting with the subcommittee to be held in early spring of this year. It was 
the sense of the meeting that should such a committee be set up the national 
board should serve but that we should not take the initiative in setting up the 
committee. 


THE NATIONAL Boarp or Fire UNDERWRITERS, 


January 16, 1958. 
Mr. A. L. Pottery, 


Chairman, Subcommittee on Industrial Uses of Atomic Energy, the National 
Board of Fire Underwriters, Hartford, Conn. 


Dear ARTHUR: This has reference to Mr. Vincent’s letter of January 14 
addressed to the special committee on industrial uses of atomic energy, enclosing 
a copy of the minutes of the meeting of the special committee held on December 
11, 1957, together with a report of your subcommittee developed following its 
meeting on December 18, 1957, and indicating that said report was being referred 
to the committee on laws for recommended implementation and report to the 
executive committee in accordance with the latter committee’s desires as ex- 
pressed at its meeting on December 12, 1957. 

At the meeting of the committee on laws held on January 15 mention was 
made of the referral of your report and the intended distribution of copies 
thereof to members of the committee for consideration and discussion at a 
special meeting which will be called in the near future. In order to guide the 
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members of the committee on laws it seems desirable to express the following 
interpretations of the recommendations contained in your subcommittee’s report : 

1. We understand that your recommendation as to the use of clause I (the pos- 
itive style “all out” exclusion) intends that in the case of endorsements attached 
to a fire policy the reference in the exclusion clause should be to perils covered 
by said endorsement as such and not to the peril of fire as covered by the policy 
to which the endorsement is attached. 

2. We understand that your subcommittee’s referral to the committee on laws 
of its report “for decision as to the form of exclusion and implementation of the 
exclusion program with respect to the fire policy, extended coverage endorse- 
ment and other forms of property insurance” is intended to permit the com- 
mittee on laws to decide wherether and to what extent to accept your subcom- 
mittee’s recommendations as to the use of clauses I, II, and IV in the light of 
its judgment as to the best means of implementing the exclusion program. 
For example, we judge it to be within the laws committee assignment to deter- 
mine whether it would be more advisable to adopt clause IV (the “notice or 
interpretation style” of clause) as regards both the statutory and nonstatutory 
fire policies if in the judgment of the committee on laws such uniformity will 
produce a better result with the commissioners and with the courts. 

We shall proceed on these assumptions unless we hear from you to the con- 
trary and I am sending a copy of this letter to each member of the committee 
on laws for their guidance. 

Yours very truly, 
H.C. J., 
Chairman, Committee on Laws. 


[Confidential] 


NATIONAL BOARD OF FIRE UNDERWRITERS SUBCOMMITTEE ON INDUSTRIAL USES OF 
ATOMIC ENERGY 


FIRE UNDERWRITING 

JANUARY 17, 1958. 
Executive. 
Mr. H. Clay JOHNSON. 


I have read copy of your letter of January 16 addressed to Chairman Polley 
and would offer the following comments: 

The final report of this subcommittee as dispatched to Chairman Polley on 
January 9 by Messrs. Hargrett, Berry, and Lewis contained, as you may recall, 
no specific recommendation on the part of the subcommittee as to the use of the 
several types of exclusion Clauses, it being intended that the laws committee 
must have complete freedom in this regard. Further, it said in conclusion “this 
report is, upon the instructions of the senior committee, referred to the laws 
committee of the National Board of Fire Underwriters for decision as to the 
form of exclusion and implementation of the exclusion program, etc.” However, 
the specific recommendations as shown in the final report, and which were the 
subject of your letter of January 16, came about through the following 
circumstances : 

On Monday, January 13, Mr. Polley brought together Messrs. Hargrett and 
Berry (he endeavored to reach me but I was absent due to illness on that day) 
and I am privately informed by Mr. Berry that Mr. Polley “insisted upon” the 
specific recommendations as shown on page 13 of the final report. Bill Berry 
privately agreed with me that at no time during our subcommittee’s lengthy 
consideration did we discuss or intend to recommend to the laws committee how 
any of the several clauses might be properly employed. It was eertainly in- 
tended “to permit the committee on laws to decide whether and to what extent 
any or all of the suggested exclusion clauses might best be employed.” Further, 
Bill tells me that he and Felix apparently believe that the conclusion following 
the specific recommendations gave the laws committee complete latitude as to 
implementation of any or all of the forms. 

H. T. LEwI1s, 
Assistant United States Manager. 
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JANUARY 23, 1958, 
Re Assessment—Partial subscribers. 

Mr. Roya. M. BECKWITH, 

Manager, Inter-Regional Insurance Conference, 
New York, N.Y. 


DeEaR Mr. BECKWITH: Mr. Vincent has placed before me your letter of January 
13 in connection with the above. 

We find a minute of our special committee of chief executives, under date of 
September 22, 1955, dealing with the subject of “Board and Bureau Assess. 
ments” and stating that the committee “favored research on the subject by the 
Inter-Regional Insurance Conference, but it was the unanimous view that the 
result of such studies be cleared with this special committee before release.” 

We are accordingly sending to Mr. John A. North, chairman of the specia) 
committee of chief executives, a copy of the statement of principles enclosed with 
your letter for such action as he may deem proper. We will keep you advised, 
Meanwhile I understand these principles will not be acted upon by your organi. 
zation until March 3 or 4. If I am in error on this please correct me. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 


JANUARY 23, 1959. 
Re Proposed legislation amending rate law rate filings. 
Mr. JAMES I. TEAGUE, 
McMillen, Teague & Coates, 
Little Rock, Ark. 


Dear IKE: This will supplement my letter of a few days ago concerning the 
proposed legislation that would amend the rating law to provide for hearings 
on rate filings before they become effective. 

I thought the enclosed memorandum which the general counsel prepared for 
use in another State might be of benefit to you in Arkansas. 

I am glad to know that Commissioner Combs does not favor amending the 
rating law, but such a proposal is being encouraged by others. I know you are 
pursuing the proper course in having these sponsors of such an amendment 
contacted by influential citizens and being fully advised as to what the proposal 
would do and the lack of need for it. 

Please keep us advised in this matter. 

With kindest regards. 

Sincerely yours, 
Jack G. McKENZIE, 
Assistant General Counsel. 


MEMORANDUM 


With reference to proposed legislation that would amend the fire and marine 
rate regulatory law providing for hearings on rate filings before they become 
effective, the following should show there is no need for such legislation: 

(1) The tests, as to the propriety of a filing, are set up in the statutes and 
the commissioner can apply them. A hearing will not aid him in applying 
them. 

(2) If the commissioner has doubt as to whether a filing meets the standards, 
he can disapprove and then the filer has to ask for the hearing. If for any 
reason a filing became effective and the commissioner was of the opinion it did 
not meet the standards, the commissioner could call a hearing at any time. 
That means the day after a filing becomes effective, the commissioner can call 
a hearing, if he so desires. 

In practice this works out in such a way that it is impossible as a matter of 
economical operation for the rating bureau to make a filing, which is going to 
be disapproved the day after it becomes effective. The cost of printing; the 
cost of distributing new manuals and rating information; the cost of recalling 
same—are all effective drawbacks against a filing which the department could 
disapprove immediately after it became effective. 

Thus the law today (a) provides protection for the public against any im- 
proper rate charge being made; (b) permits a public hearing if an attempt is 
made to make such a charge after the commissioner’s disapproval; and (¢) 
permits a public hearing if such a charge is made at any time after approval. 
Therefore, there is no need for the further hamstringing of this business by 
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i j ntil a political hearing can be held, which hearing serves only 
nr — taking the political heat off the insurance commissioner. He is 
. red to be ready to take that heat when he takes the job. 
=~" practical matter there are a great many minor rate changes that under 

circumstances would call for any public hearing and there are a great many 
os derline filing situations which might or might not. If the legislation sought 
= enacted with hearings on a discretionary basis, the political heat would 
oe the commissioner on every filing. If the hearings were on a mandatory 
wait then whether there was political heat or not on every filing, the normal 
pusiness of insurance would be constantly held up. : , 

This may sound unrealistic from a political standpoint, but we do not believe 
it is in the long run. Hither insurance commissioners are going to do the job 
they are supposed to do, or it will have to be done through a different kind of 


regulation. 





(Copy to Jack G. McK. and I.A.V.) 
JANUARY 23, 1958. 
A. NorTH, 
ened Committee of Chief Executives, Care of Phoenix Insurance 
Co., Hartford, Conn. 

Dear Mr. NortH: I enclose statement of principles in connection with assess- 
ments on partial subscribers, which the inter-regional conference proposes to 
"aha of the special committee of chief executives of September 22, 1955, 
dealing with the subject of “Board and Bureau Assessments,” states : 

“Discussion of this subject favored research on the subject by the Inter-Re- 
gional Insurance Conference, but it was the unanimous view that the results of 
such studies be cleared with this special committee before release.” 

We have asked Mr. Beckwith to hold up any release of this recommendation 
pending action by your special committee. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 


INTER-REGIONAL INSURANCE CONFERENCE 
STATEMENT OF PRINCIPLES—ASSESSMENT FOR PARTIAL SUBSCRIBERS 


j. In all jurisdictions where it is legally proper to assess a member or sub- 
scriber at the full rate of assessment on the basis of its entire premium writings 
for all of the classes rated by the rating organization, irrespective of whether 
rating service is accepted for all classes by the member or subscriber, such 
method of assessment shall be followed. 

2. In those jurisdictions where it is not legally proper to assess as outlined 
in paragraph 1, an enabling rule shall be enacted providing that service charges 
for members or subscribers who elect to subscribe for limited or partial service 
(excluding one or more classes on which the bureau maintains service), shall be 
adjusted to equitably apportion the cost of all services performed by the bureau. 
In such apportionment due consideration shall be given to the variation of such 
cost as between— 

(a) Classes requiring inspection or specific rating, and 
(b) Classes provided for under flat rate schedules or tariffs. 

3. In assessing a partial subscriber bureaus shall determine the rate of assess- 
ment that would be required to meet bureau expenses if the class or classes sub- 
ject to partial subscribership were eliminated entirely from the bureau Services 
and basis for assessment. Not less than the resulting calculated rate of assess- 
ment shall be applied to all premiums written by a partial subscriber on classes 
of business for which it subscribes to bureau service; but in no case shall the 
adjusted rate of assessment increase the dollar assessment which would be de- 
veloped had the regular rate been applied to the total premium writings of the 
partial subscriber. 

1. It is not intended that these principles should apply to assessment agree- 
ments already in force between rating organizations and partial subscribers 
except in such cases where the method of assessment should be reviewed in the 
light of these principles. It is understood that special circumstances may pre- 
vail with respect to certain long-standing partial subscribership situations which 
in the interest of fairness, call for special treatment for such partial subscribers. 

47932—60—pt. 7—-—_19 
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INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., January 24, 1958 

Assessments—Partial subscribers. : 

Mr. J. RayMOND BERRY, 

General Counsel, the National Board of Fire Underwriters, 

New York, N.Y. 


Dear Mr. Berry: This is to acknowledge receipt of your letter of Jan 
23 and although the statement of principles sent Mr. Vincent under date g 
January 13 has been approved by our executive committee for recommendation 
to bureaus nationwide we had planned to defer making such a recommendation 
until we could discuss the matter with our advisory committee. That committes 
is scheduled to meet on March 3 and 4. 

In the light of your letter referring to the interest of Chairman North's 
special committee of chief executives in this matter I am forwarding a copy og 
this correspondence to Chairman Mountain and I feel quite sure he would coney 
in feeling that the views of Chairman North’s special committee will be receiveg 
with interest. 

Yours very truly, 
Roya M. Beckwiru, Manager, 


INTER-REGIONA!I. INSURANCE CONFERENCE, 
New York, N.Y., January 24, 1958, 
Proposed nuclear property exclusion clause. 
Mr. J. R. Berry, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. Berry: You will recall our recent conversation, including Mr. W. H. 
Berry of the America Fore Insurance Group and chairman of our committee on 
nuclear energy property exclusion, reviewing certain proposed clauses which 
had been drafted by our committee for use by direct insurers in reflection of 
the scope of the nuclear incident exclusion clause recently added to all Lloyds 
of London reinsurance contracts. 

Our committee has now developed a revised clause (proposal A attached) 
which closely corresponds in its property references and use of the phrases 
“special nuclear material’ and “critical facility” with the provisions of the 
Lloyds’ clause, and as such reflects the majority viewpoint of the committee. 

Additionally, an alternate clause attached as proposal B, was developed in re. 
flection of a minority view that it would be preferable to avoid use of the phrase 
“special nuclear material” and a definition thereof in the clause. You will note 
that in section III of proposal B is embodied the intent of “special nuclear ma- 
terial” without change in the scope of the proposed exclusion. 

It may be helpful to further explain that our committee also reviewed the 
necessity of incorporating in these alternate proposals an added reference to 
“other installations using substantial quantities of radioactive isotopes * * *.” 
as referred to in section 21V of the Lloyds’ clause left with you at the time 
of our visit. It was the consensus, however, that the modifications and exemp- 
tions incorporated in section III of the proposals (and in the definition of 
“special nuclear material” in proposal A) constitute an adequate measure of 
the use of radioactive isotopes in less than substantial quantities. 

At the request of our committee, alternate proposals A and B as revised are 
submitted for review by the legal department of the national board. 

Yours very truly, 
JARL T. SORENSEN, Assistant Manager. 


ProposaLt A 
NUCLEAR PROPERTY EXCLUSION 


JANUARY 16, 1958. 
It is a condition of this policy, any other provisions or stipulations herein to 
the contrary notwithstanding, that this policy shall not cover any building o 
structure. including the contents thereof, and property on the site, or loss of 
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use of any of the foregoing, in which there is, in the care, custody or control of 
7 rs nuclear reactor powerplant, including all auxiliary ; or 
II. Any other nuclear reactor installation, including laboratories aan 
dling radioactive materials in connection with a reactor installation, a 
j acility ; or 
HIE An installation for fabricating complete fuel elements or for — 
ing, storing or using “special nuclear material, or for reprocessing, sa hire 
ing, chemically ri vigor Nat ag utilizing or disposing of spent or use 
or waste materials. 
iaaniel buctear material” as used in this clause shall mean es 
uranium 233, uranium enriched in the isotope 233 or in the isotope mag = 
other material artificially enriched by any of the foregoing ; how ever, ¢ is = 
not include any radioactive isotopes used only for a ene —— 
ing, testing, tracing, biological purposes, ionization, activation analysis, chemi- 
cal reaction activation or the manufacture of instruments. an. 
Nore to AceNtSs.—This clause must be attached to all policies, whether oo 
property damage, business interruption, extra expense or rents, covering bead 
pitals, colleges, universities, research facilities, manufacturing risks and ware- 
houses used in connection therewith, including oil risks and public utility prop- 
erties, and including builders risks of any of the foregoing classes. 


PROPOSAL B 
NUCLEAR PROPERTY EXCLUSION 


It is a condition of this policy, any other provisions or stipulations herein to 
the contrary notwithstanding, that this policy shall not cover any building or 
structure, including the contents thereof, or loss of use of any of the foregoing, 
in whieh there is, in the care, custody or control of the insured : 

. A nuclear reactor powerplant, including all auxiliary property on the 
ite; or 
nr Any other nuclear reactor installation, including laboratories han- 
dling radioactive materials in connecton with a reactor installation, a 
critical facility; or 

III. An installation for fabricating complete fuel elements or for process- 
ing, storing or using plutonium, uranium 233, uranium enriched in the 
isotope 233 or in the isotope 235, or any other material artificially enriched 
by any of the foregoing; or an installation for reprocessing, salvaging, 
chemically separating, storing, utilizing or disposing of spent or used nuclear 
fuel or waste materials. 

Installations using radioactive isotopes only for research, measuring, 
inspecting, testing, tracing, biological purposes, ionization, activation analy- 
sis, chemical reaction activation or the manufacture of instruments are not 
excluded under the provisions of this section ITI. 

‘Note To AGENts.—This clause must be attached to all policies, whether direct 
property damage, business interruption, extra expense or rents, covering hospi- 
tals, colleges, universities, research facilities, manufacturing risks and ware- 
houses used in connection therewith, including oil risks and public utility prop- 
erties, and including builders risks of any of the foregoing classes. 





THE Lire INSURANCE Co. OF VIRGINIA, 
Richmond, Va., January 24, 1958. 

Re NAIC subcommittee to analyze and review examinations of insurance com- 

panies to perfect practices and procedures of association examinations. 
Mr. Joun R. Barry, 
Member on Industry Committee, 
Representing National Board of Fire Underwriters. 

Dear Sir: There is enclosed copy of a letter from Commissioner Parker, chair- 
man of the above NAIC subcommittee, to which is attached a list of suggestions 


made by him for consideration and study by the industry committee designated 
to work with his subcommittee. 


There is also enclosed a list of the members of our industry committee. 
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Commissioner Parker requests that our committee begin its work as soon as 
possible so that we may meet with and make an interim report to the NAIC 
subcommittee in Richmond at 2 p.m., on Wednesday, April 16, 1958. 

At the time of our organization meeting in New York in December it was 
determined that the membership of the several trade associations representeg 
on our industry committee would be asked by their respective representatives 
for comments and criticisms with respect to practices and procedures followed 
and personnel employed in making association examinations of insurance com- 
panies and for suggestions covering ways and means for improving and per- 
fecting such examinations. It was understood that the committee representatives 
from each trade association would collect, assemble, and digest the comments 
criticisms, and suggestions received from their respective members and report 
thereon to the full industry committee. It was further understood that the 
identity of the companies submitting comments, criticisms, and suggestions 
would, if desired, be held confidential by the respective association committee 
representatives. 

Will you now (1) get in touch with the membership of your association, (2) 
send them a copy of or advise them of Commissioner Parker’s request and sug: 
gestions, (3) inform them of the purpose of our study, and (4) ask for their 
comments and criticisms of association examinations and particularly for sug. 
gestions as to ways and means for improving and perfecting such examinations? 
In the case of material criticisms, you will want supporting information ang 
data. 

Tentatively you are requested to hold the 20th of March 1958 for a meeting in 
Washington, D.C., to study the above material and reports and to prepare an 
interim report for submission to Commissioner Parker and the NAIC gyp- 
committee. 

If you have any questions concerning the above plans will you let me know? 

Kind regards. 

Sincerely yours, 
WILLIAM R. SHANDs, 
Vice President and General Counsel. 


Corroon & REYNOLDS Grovp, 
New York, N.Y., January 27, 1958. 
Re NAIC subcommittee to analyze and review examinations of insurance com- 
panies, to perfect practices and procedures of association examinations. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 
Dear Ray: I am enclosing correspondence which speaks for itself. When 
you have digested same, let’s talk about it. 
Kindest regards. 
Faithfully yours, 
JOHN R. Barry, President. 


MINUTES OF A SPECIAL MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
BOARD OF FIRE UNDERWRITERS, HELD IN THE BoArD Room, 85 JOHN STREET, 
NEw York, ON JANUARY 29, 1958, aT 11 A.M. 


NUCLEAR CLAUSE 


Pursuant to the action of this committee at its meeting on January 15, a 
special meeting was held to consider the attached report of the subcommittee 
of the special committee on industrial uses of atomic energy of the executive 
committee. 

After discussion, the committee took the following action by unanimous vote: 

(1) It coneurred in the opinion of general counsel as to the nonfeasibility 
of statutory amendment to the standard fire policy. 

(2) Recommended the use of the so-called notice or interpretation style 
nuclear clause (fire following nuclear reaction not excluded) for use in States 
having the statutory fire policy. 
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(3) Recommended the use of the so-called notice of interpretation style 
nuclear clause (fire following nuclear reaction not excluded) for States having 
the nonstatutory fire policy. ' 

(4) Recommended the use of the so-called notice of interpretation style nu- 
clear clause (fire following nuclear reaction not excluded) for extended coverage 
endorsement. 7 : 7 , 

(5) Approved a motion to proceed, in the interest of speed, with a nuclear 
clause for the fire policy and to that end that a special committee be appointed 
py the chairman with power to agree on the wording of such clause for the 
fire policy and to draft a multipurpose clause which, if feasible, could be used 
as a nuclear clause, not only for the standard fire policy, but also for all en- 
dorsements attached thereto. 

The subcommittee was immediately appointed by the chairman and proceeded 
to draft, using as its basic approach, the No. 1V nuclear clause—notice or inter- 
pretation style—fire following nuclear reaction not excluded, which clause had 
been recommended by the subcommittee of the special committee on industrial 
uses of atomic energy for use on all statutory fire policies. 

The drafting committee recommended form is attached. 

Subject to the approval of the executive committee, it is proposed that indus- 
trywide acceptance be sought for this clause. 


“NUCLEAR CLAUSE 


“The word ‘fire’ in this policy or endorsements attached hereto is not in- 
tended to and does not embrace nuclear reaction or nuclear radiation or radio- 
active contamination, all whether controlled or uncontrolled, and loss by nuclear 
reaction or nuclear radiation or radioactive contamination is not intended to 
be and is not insured against by this policy or said endorsements, whether such 
loss be direct or indirect, proximate or remote, or be in whole or in part caused 
by, contributed to, or aggravated by ‘fire’ or any other perils insured against by 
this policy or said endorsements ; however, subject to the foregoing and all pro- 
visions of this policy, direct loss by ‘fire’ resulting from nuclear reaction or 
nuclear radiation or radioactive contamination is insured against by this policy.” 

Draft of subcommittee of laws committee. 

January 29, 1958. 


JANUARY 29, 1958. 
Proposed nuclear property exclusion clause. 
Mr. Jari T. SORENSEN, 
Assistant Manager, 
Interregional Insurance Co., 
New York, N.Y. 

DeaR Mr. SORENSEN: I have your letter of January 24, with proposals A and 
B attached thereto. 

1. I prefer proposal A, inasmuch as it tracks more closely the language of ex- 
clusion of the so-called Lloyds clause. I would recommend, however, that your 
definition of “Special nuclear material” down to the semicolon should track 
paragraph 6 of the Lloyds exclusion and thus avoid any possibility of gap. I 
understand casualty contracts have used paragraph 6 of the Lloyds exclusion 
and if so, that is another reason for our using it. 

2. Lloyds exclusion starts off with a provision that the reinsurance “does not 
cover any loss or liability accruing to the Reassured * * * from any insurance 
against physical damage to * * *.” 

Your clause starts off “I. * * * that this policy shall not cover any building 
or structure including the contents thereof * * * in which there is * * *.” 

In view of these two different approaches I suggest you consider taking out 
of your “I” (Roman numeral) the words: “all auxiliary property on the site” 
insert the word “and” before those words, and then put that phrase in your 
introductory paragraph after the word “thereof”, in line 3 so this position of 
the sentence will read substantially as follows: “this policy shall not cover any 
building or structure, including the contents thereof and all auxiliary property 
on the site, or loss of use of any of the foregoing * * *”. 

I would recommend such a change. 

3. I understand you are not asking my opinion on the “Note to Agents,” but I 
suggest this not needs to be carefully considered and I raise this question— 
Why do you limit warehouses to those “warehouses used in connection” with 
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something; and if you are going to limit warehouses to those “used in Conner. 
tion”—would it not be better to provide “warehouses used in connection with 
any of the foregoing” and thus avoid a construction that the word “ware. 
houses” is tied solely to “manufacturing risks”? 
Yours very truly, 
J. RayMOND Berry, General Counsel, 


Excerpts From MINvuTes oF EXECUTIVE COMMITTEE FOR JANUARY 30, 1958 


TREASURER’S REPORT 


Treasurer Ackerman presented his report as of December 31, 1957, and, ip 
doing so, commented that expenditures were not in excess of two thirds of the 
budget for the current year. The report was received and a copy is attached, 


COMMITTEE ON ADJUSTMENTS 


Explosion at Niagara Falls.—Chairman Nordeng presented the report of the 
explosion at Niagara Falls, January 22, 1958. The report was approved and 
copy is appended. 

COMMITTEE ON LAWS 


Report of the committee on laws was presented by Chairman Johnson, copy 
being appended. 

Rate regulatory laws.—In response to question from a member of the com. 
mittee, General Counsel Berry read, for the information of the committee, 
letter dated December 11, 1957, subject, “Fire Rate Regulatory Law—Florida 
Proposed Code-Hearings and Appeals Provisions.” 

Payment of bills—-Upon motion duly made and seconded, it was voted that 
the report covering the action of the committee on laws, at meeting January 15, 
including confirmation of payment of bills as listed therein, be approved. 

Nuclear clause.—The executive committee considered separately that portion 
of the report of the committee on laws with reference to the special meeting on 
January 29. 

General counsel, in response to a question from the Chair, stated that his 
opinion as to the nonfeasibility of statutory amendment of the standard fire 
policy referred to the time available for such amendment in order to make 
effective the clarification desired by the committee. 

Chairman Johnson amplified the report, explaining that the changes made 
for legal reasons, by the committee on laws, in the “notice” or “interpreta- 
tion” clause that had been recommended by the subcommittee of the special 
committee on industrial uses of atomic energy, would permit the use of that 
clause not only for the standard fire policy but also for endorsements attached 
thereto. He further discussed the desirability of including similar “nuclear 
clauses” as a specific part of such endorsements and the need for inclusion of 
such clause in policy forms such as the explosion policy or windstorm policy, 
and it was pointed out that the Inter-Regional Insurance Conference would 
necessarily give attention to such questions and decide in its own judgment 
what steps should be taken in reference to the inclusion of a specific “nuclear 
clause” in various endorsements and separate policies, as well as the under- 
writing question of whether to reinstate coverage for resulting explosion. 

Reference was made to the exclusions of nuclear hazards from reinsurance 
contracts but it was explained that the nuclear clause under consideration 
would not be in conflict with those contracts. Upon motion duly made and 
seconded, it was voted unanimously to adopt that portion of the report of the 
committee on laws and the nuclear clause reading as follows: 


“NUCLEAR CLAUSE 


“The word ‘fire’ in this policy or endorsements attached hereto is not 
intended to and does not embrace nuclear reaction or nuclear radiation or radio- 
active contamination, all whether controlled or uncontrolled, and loss by 
nuclear reaction or nuclear radiation or radioactive contamination is not in- 
tended to be and is not insured against by this policy or said endorsements, 
whether such loss be direct or indirect, proximate or remote, or be in whole or in 
part caused by, contributed to, or aggravated by ‘fire’ or any other perils insured 
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ainst by this policy or said endorsements; however, subject to the foregoing 
= all provisions of this policy, direct loss by ‘fire’ resulting from nuclear reac- 
aan or nuclear radiation or radioactive contamination is insured against by 
oO eoan Black spoke of the vast amount of thought and work devoted to this 
subject by the subcommittee of the special committee on industrial uses of atomic 
energy and stated that credit was due members of that subcommittee for this 


great contribution. 
COMMITTEE ON MEMBERSHIP 


Chairman Robinson reported the following changes in the membership rolls 
of the national board : 

“Fidelity & Deposit Co. of Maryland—American Bonding Co. of Baltimore: 
The American Bonding Co. of Baltimore has been merged with the Fidelity & 
Deposit Co. of Maryland, effective December 31, 1957.” . 

“Central Surety & Insurance Corp.—the Homeland Insurance Co. of America: 
The Homeland Insurance Co. of America was merged into the Central Surety & 
Insurance Corp., effective December 31, 1957. 

Upon motion duly made and seconded, the report of the committee, copy ap- 


pended, was approved. 
REPORTS ON MUNICIPALITIES 


Chairman Parker called attention to the report of the committee on fire pre- 
yention and engineering standards, on the city of Niagara Falls, N.Y., dated 
May 1955. He read from the portion of the report dealing with conflagration 
hazards and, in view of the recent explosion reported upon by the chairman 
of the committee on adjustments, noted the findings of the engineers who pre- 
pared that report on the high potential explosion hazards in the area to which 
the tank car involved in this recent incident was consigned. 

(At the request of Chairman Black, Vice President Miller assumed the chair.) 


NATIONAL RATING ORGANIZATION 


Mr. Black commented on the existing system of fire insurance ratemaking and 
moved the adoption of a resolution on this subject which was seconded by Mr. 
D. R. Ackerman. Following extended discussion, the original resolution was 
withdrawn and the following resolution was presented by Mr. Black, seconded 
by Mr. Ackerman, and, by rollcall vote requested by the proposer of the resolu- 
tion, it was adopted 20 in favor and 1 opposed : 

“Resolved, That the executive committee recommend to the member com- 
panies that they study and be prepared to vote to— 

“(a) Enlarge the scope of this board’s services and activities by also 
functioning as a rating organization on fire and allied lines, with potential 
power for all jurisdictions nationwide; 

“(b) In connection with the foregoing, take steps to acquire the staff and 
assets of Inter-Regional Insurance Conference; 

and that the president be requested to call a special meeting of the members 
within 40 days to consider and vote on this proposal.” 


ADJOURN MENT 


ee being no further business, the meeting, upon motion, was adjourned at 
1:05 p.m. 
L. A. VINCENT, Secretary. 


COMMITTEE ON Pusiic REeLatTIons, JANUARY 30, 1958 


The “Happy Chief,” a 5-minute holiday safety TV film, continues in popularity 
— it was necessary that we reorder films in order to fill the requests from TV 
ons. 


WOMEN’S CLUB ACTIVITIES 


Organized women’s clubs have provided an enthusiastic outlet for programs 
on home fire safety. We have been invited to submit other programs in the 
future and we will continue to develop specific material for their use. 
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MOTION PICTURE FILMS 


Hurricane Audrey.—A film depicting the damage resulting from Hurr 
Audrey and the manner in which the stricken area was rebuilt w 


icane 


A ) I as prepared by 
xyeneral Adjustment Bureau. This film offers an opportunity to develop the 


theme of stock insurance and the benefits of the company-owned adjusting 
organizations. Arrangements have been made with the General Adjustment 
Bureau to make a 14-minute version of their film. The new version of the film 
in which the signature of the three company-owned adjustment bureaus appears 
will be distributed countrywide through our film library. 

U.S. Weather Bureau.—tThe staff is exploring a proposal that the Nationa] 
Board of Fire Underwriters cosponsor with the U.S. Weather Bureau tornado. 
warning films for use by television stations in connection with the warning 
service of the U.S. Government. 





ADVISORY GROUP MEETING, JANUARY 20, 1958 


The 11th annual meeting of the public relations advisory group, held op 
January 20, was attended by representatives of 16 cooperating organizations 
and representatives of the executive committee and public relations committees, 
This meeting indicated a growing effectiveness of the public relations program 
which has been carried on in recent years and there is definite evidence that 
the various elements of the capital stock insurance business are coordinating 
their public relations endeavors. 

On Tuesday, January 21, the managers and public relations officers of the 
five regional associations met with the staff of the national board public relations 
department for a detailed discussion of the public relations program as carried 
forward through these channels. All phases of the national board program 
were discussed and suggestions explored for the furtherance of this important 
activity. 





JANUARY 30, 1958, 
Re nuclear clause. 

Mr. JoHN S. HAMILTON, Jr., 

General Counsel, American Mutual Alliance, 
Chicago, Ill. 


DEAR JOHN: Supplementing our recent luncheon conversation, I enclose the 
nuclear clause which was approved by our executive committee today. 

I called Amby Kelly a few minutes ago. He and I are going to try to see 
Commissioner Navarre on February 13 at Lansing, Mich., to discuss with him 
the most expeditious way of getting this clause cleared for use in all of the 
States. 

Kelly is going to be at the Michigan insurance forum which Commissioner 
Navarre is putting on that week, so he will be in an excellent position to arrange 
for a meeting. 

I won’t know definitely whether the meeting is set up until Kelly phones me 
on the 10th or 11th of February, but I suggest (assuming you want to be there) 
that you keep your calendar clear for the 13th and I will let you know as soon 
as I hear from Kelly. 

I think this is a matter of prime importance to all of us, not only from the 
standpoint of our obligation to our policyholders on direct insurance, but also 
from the standpoint of our reinsurance. It is therefore important that we all 
be in complete accord as to the language of this clause and the need for its 
nationwide adoption. 

Sincerely, 
J. RAYMOND Berry, General Counsel. 


JANUARY 31, 1958. 
Mr. R. M. BecKwiTH, 


Manager, Inter-Regional Insurance Conference, 
New York, N.Y. 

Dear Mr. BeckwitnH: At its meeting held on January 30, the executive com- 
mittee of the national board formally approved the enclosed form of “nuclear 
clause” for attachment to fire insurance policies and authorized the laws com- 
mittee, together with the general counsel, to take the necessary steps toward 
having the clause similarly approved by other segments of the business and 
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cleared with the various State insurance departments. The contemplated course 
f action is for a committee representing all segments of the business to request 
Commissioner Navarre, as president of the NAIC, to give his personal support 
to the clause and obtain similar support from the NAIC executive committee. 
We would hope that this would culminate in a letter addressed by Commissioner 
Navarre, or by his executive committee members, to the various other commis- 
sioners urging that the clause be universally accepted and approved. The pur- 

e of this approach is to establish a unanimous interpretation in the business 
of the standard fire insurance policy so as to obviate the necessity for a program 
of statutory amendments which is not considered feasible at this time, particu- 
larly in view of the limited number of States holding legislative sessions in 
rhe enclosed “nuclear clause” is the result of a protracted study by a special 
committee of the national board and the subsequent review and recommendation 
of the laws committee. You will understand that the clause is intentionally 
phrased in the form of a “notice” or “interpretation” as distinguished from an 
“exclusion,” this being for the purpose of making it apparent that nuclear 
coverage is not provided by the standard fire policies whether already outstand- 
ing or newly issued. It was the unanimous view of the national board laws 
committee, and accepted by its executive committee, that this same approach 
should be followed in reference to both statutory and nonstatutory policies and 
also in reference to the endorsements attached thereto, including the extended 
coverage endorsement. 

In the latter connection you will note that the enclosed “nuclear clause” makes 
reference in the 1st, 7th, and 11th lines to “endorsements” attached to the fire 
policy and you will observe that the clause in effect confirms that loss by radio- 
active contamination, etc., is not insured against either by the policy or said 
“endorsements.” While the laws committee and the general counsel of the 
national board are of the opinion that this effectively confirms the absence of 
such coverage under the extended coverage endorsement (as well as other 
similar endorsements), they recognize that it may be necessary or desirable to 
include similar “nuclear clauses” as a specific part of such “endorsements” 
rather than relying upon the indirect effect of the clause attached to the fire 
policy. Such specific inclusion of a clause in the endorsements as such would 
not only avoid any question of applicability, but would also make those endorse- 
ments self-contained from the standpoint of defined coverage, thus providing 
clearer notice to the insuring public. It is recognized also that there is no alter- 
native but to include a “nuclear clause” specifically in policy forms (as distin- 
guished from endorsements), such as the explosion policy, the windstorm policy, 
ete. Furthermore, it is recognized that the last four lines of the enclosed 
“nuclear clause,” which reinstate the coverage of ensuing fire, are, by applica- 
tion of the “substitution of terms” clause of the extended coverage endorsement, 
susceptible of applicability to the perils covered by the extended coverage 
endorsement, the effect of which, for example, would be to reinstate coverage of 
resulting explosion. 

All of the foregoing was brought to the attention of the executive committee 
of the national board and their approval of the enclosed “nuclear clause” for 
use in connection with fire policies was subject to the understanding that the 
Inter-Regional Insurance Conference would give attention to the remaining 
questions mentioned above and would decide in its own judgment what steps 
should be taken in reference to the inclusion of a specific “nuclear clause” in 
various endorsements and separate policies, as well as the underwriting question 
of whether to reinstate coverage for resulting explosion. The purpose of this 
letter is to request that you bring these subjects to the attention of Inter- 
Regional. The national board will proceed without delay in developing the 
above-outlined program for support of the “nuclear clause” in reference to fire 
policies and, when the groundwork is laid, its general counsel will notify you so 
that Inter-Regional may then arrange for the formal filing of the “nuclear clause” 
by the various fire rating organizations with the various insurance departments 
in this respect. 

If you have any questions relating to the foregoing, please feel free to address 
them to Mr. Berry or to the undersigned. 

Yours very truly, 
H. CLay JOHNSON, 
Chairman, Committee on Laws. 
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NATIONAL ASSOCIATION OF INDEPENDENT INSURERS 


Chicago, January 31 
Re nuclear clause. TY 51, 1958, 


Mr. J. RAYMOND Berry, 
General Counsel, The National Board of Fire Underwriters, 
New York, N.Y. 

Dear Ray: Thanks for your letter of January 30. 

I think the suggested procedure which we discussed recently in New York is 
the proper approach. I will immediately put this proposed clause into the hands 
of the policy forms committee on a confidential basis, with the understanding that 
they should let us know immediately if it should be changed in any way. 

In a similar situation in the casualty business I know the reinsurers had a tre- 
mendous interest, and I assume that the reinsurers have knowledge of the 
proposal. 

I will let you hear from me as to the actual language of the draft ag goon 
as possible. 

Very truly yours, 


VESTAL LEMMON, General M anager. 


OFFICE MEMORANDUM 


FEBRUARY 8, 1958. 
To: W. F. Williams. 


From : General Counsel Berry. 
Subject: Hearings and appeals provisions, fire rate regulatory laws—my memo. 
eaaae of December 13, 1957; letter to Robert D. Williams dated December 
j ; 

Our committee on laws, at its January meeting, took the following action re. 
specting the trend of legislation providing for hearings on rate filings before 
rates are approved : 

“Counsel be instructed to oppose such provisions and seek a revision of appeals 
procedure in line with the principles set forth in the letter to Robert D. Williams.” 

At its meeting on January 30, executive committee concurred in this action, 


J. RAYMOND Berry, 


INTER-REGIONAL INSURANCE CONFERENCE, 


New York, N.Y., February 3, 1958. 
Mr. H. Clay JOHNSON, 


Chairman, Committee on Laws, the National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. JoHNSON : I amin receipt of your letter of January 31 enclosing a copy 
of the “nuclear clause” which has been developed for attachment to fire insurance 
policies and I am today sending a copy of your letter with the clause to the mem- 
bers of our executive committee for study prior to a meeting of that committee 
which is already scheduled for February 19. 

The thought has occurred to me that you might find it convenient to attend for 
the discussion of this subject. The meeting convenes at 10:30 a.m. in rooms 
6 and 7 at the Bankers Club and I am quite sure that our chairman would be 


very happy to bring this subject up as the first item of business in order to 
best suit your convenience. 


Yours very truly, 
Roya M. BeckwortH, Manager. 


THe NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, February 4, 1958. 
Nuclear clause. 
To Committee on Laws: President, Vice President, Prowvies; Messrs. Winslow, 
Tribou, Stange, Martin, Williams, and Berry: 

As a matter of information we enclose herewith: 

(1) Nuclear clause, prepared by drafting committee pursuant to action of 
special meeting of laws committee on January 29, which clause was approved by 
the executive committee, January 30; 
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(2) Copy of letter from H. Clay Johnson, chairman, committee on laws, to 
R. M. Beckwith, manager, Inter-Regional Insurance Conference, dated Janu- 
ary 31, 1958, dealing with contemplated procedures with reference to imple- 
mentation. 

Yours very truly, 
J. RAYMOND BERry, 
General Counsel. 
“NUCLEAR CLAUSE 


“The word ‘fire’ in this policy or endorsements attached hereto is not intended 
to and does not embrace nuclear reaction or nuclear radiation or radioactive con- 
tamination, all whether controlled or uncontrolled, and loss by nuclear reaction 
or nuclear radiation or radioactive contamination is not intended to be and is 
not insured against by this policy or said endorsements, whether such loss be 
direct or indirect, proximate or remote, or be in whole or in part caused by, 
contributed to, or aggravated by ‘fire’ or any other perils insured against by this 
policy or said endorsements ; however, subject to the foregoing and all provisions 
of this policy, direct loss by ‘fire’ resulting from nuclear reaction or nuclear 
radiation or radioactive contamination is insured against by this policy.” 

Draft of subcommittee of laws committee, January 29, 1958. 


JANUARY 31, 1958. 
Mr. R. M. BECKWITH, 
Manager, Inter-Regional Insurance Conference, 
New York, N.Y. 

Dear Mr. BeckwitH: At its meeting held on January 30 the executive com- 
mittee of the national board formally approved the enclosed form of “nuclear 
clause” for attachment to fire insurance policies and authorized the laws com- 
mittee, together with the general counsel, to take the necessary steps toward 
having the clause similarly approved by other segments of the business and 
cleared with the various State insurance departments. The contemplated course 
of action is for a committee representing all segments of the business to request 
Commissioner Navarre, as president of the NAIC, to give his personal support to 
the clause and obtain similar support from the NAIC executive committee. We 
would hope that this would culminate in a letter addressed by Commissioner 
Navarre, or by his executive committee members, to the various other commis- 
sioners, urging that the clause be universally accepted and approved. The 
purpose of this approach is to establish a unanimous interpretation in the busi- 
ness of the standard fire insurance policy so as to obviate the necessity for a 
program of statutory amendments which is not considered feasible at this time, 
particularly in view of the limited number of States holding legislative sessions 
in 1958. 

The enclosed “nuclear clause” is the result of a protracted study by a special 
committee of the national board and the subsequent review and recommendation 
of the laws committee. You will understand that the clause is intentionally 
phrased in the form of a “notice” or “interpretation” as distinguished from an 
“exclusion,” this being for the purpose of making it apparent that nuclear cover- 
age is not provided by the standard fire policies whether already outstanding or 
newly issued. It was the unanimous view of the national board laws committee, 
and accepted by its executive committee, that this same approach should be 
followed in reference to both statutory and nonstatutory policies and also in 
reference to the endorsements attached thereto, including the extended coverage 
endorsement. 

In the latter connection you will note that the enclosed “nuclear clause” makes 
reference in the 1st, 7th, and 11th lines to “endorsements” attached to the fire 
policy and you will observe that the clause in effect confirms that loss by radio- 
active contamination, etc., is not insured against either by the policy or said 
“endorsements.” While the laws committee and the general counsel of the 
national board are of the opinion that this effectively confirms the absence of 
such coverage under the extended coverage endorsement (as well as other simi- 
lar endorsements), they recognize that it may be necessary or desirable to in- 
clude similar nuclear clauses as a specific part of such “endorsements” rather 
than relying upon the indirect effect of the clause attached to the fire policy. 
Such specific inclusion of a clause in the endorsements as such would not only 
avoid any question of applicability, but would also make those endorsements 
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self-contained from the standpoint of defined coverage, thus providing clearer 





notice to the insuring public. It is recognized also that there is no alternative oe 
but to include a “nuclear clause” specifically in policy forms (as distinguished on 
from endorsements), such as the explosion policy, the windstorm policy, ete. thr 
Furthermore, it is recognized that the last four lines of the enclosed “nuclear T 
clause,” which reinstate the coverage of ensuing fires, are, by application of the , 
“substitution of terms” clause of the extended coverage endorsement, suscep. ar 
tible of applicability to the perils covered by the extended coverage endorsement, pe 
the effect of which, for example, would be to reinstate coverage of resulting a 
explosion. poe 
All of the foregoing was brought to the attention of the executive committee = 
of the national board and their approval of the enclosed “nuclear clause” for use ois 
in connection with fire policies was subject to the understanding that the Inter- 
Regional Insurance Conference would give attention to the remaining questions a 
mentioned above and would decide in its own judgment what steps should be ie 
taken in reference to the inclusion of a specific “nuclear clause” in various en- ~ 
dorsements and separate policies, as well as the underwriting question of 
whether to reinstate coverage for resulting explosion. The purpose of this ™ 
letter is to request that you bring these subjects to the attention of Inter- As 
Regional. The national board will proceed without delay in developing the - 
above-outlined program for support of the “nuclear clause” in reference to fire 5 
policies and, when the groundwork is laid, its general counsel will notify you C 
so that Inter-Regional may then arrange for the formal filing of the “nuclear 

clause” by the various fire rating organizations with the various insurance de th 
partments in this respect. lo 
If you have any questions relating to the foregoing, please feel free to address > 

them to Mr. Berry or to the undersigned. 
Yours very truly, . 

H. CLay JOHNSON, 

Chairman, Committee on Laws, : 
Ci 
THE PHOENIX OF HARTFORD INSURANCE Co., di 
Hartford, Conn., February 5, 1958. p 


Mr. J. RAYMOND BERRY, 
General Counsel, The National Board of Fire Underwriters, 
New York, N.Y. 


DearR Ray: Your two letters of January 23 and 31 are before me upon my 
return from a meeting in Florida with the general agents of the Connecticut 
Mutual Life Insurance Co. 

The statement of principles by Inter-Regional Insurance Conference, pertain- 
ing to assessment of partial subscribers, would seem to me a proper one as 
drafted. I do not know whether a meeting of the committee would be neces- 
sary to discuss this one subject. If that is ali there is to present, why not cir- 
cularize the members of the special committee of chief executives and, if they 
go along with this statement of principles, then Mr. Beckwith could be so 
advised and the Inter-Regional could release it. 

The drafting of insurance codes, as outlined in yours of January 31, may or 
may not come within the purview of our committee as respects some of its fea- 
tures, but you are certainly on the right track in advising Mr. Robert D. Wil- 
liams to oppose any provision which would require a hearing on all rate filings 
before they become effective. This would be another “roadblock” and would 
slow up our machinery so badly that we would never get anything done. Do you 
feel that a meeting of the special committee of chief executives is necessary at 
this time? 

Sincerely yours, 
(Signed) Jonwn A. NortH, 
President. 





OFFICE MEMORANDUM 
FEesruary 6, 1958. 


To: Mr. J. R. Berry, General Counsel. 
From: W. F. Williams. 
Subject: Trip to Sacramento. 
As you know, I spent Tuesday and part of Wednesday in Sacramento on the 
occasion of the new 2-day system of receiving the budget in California. Tuesday 
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afternoon both houses recessed until March 3. The Finance Committee in the 
senate and the ways and means committee of the house will conduct hearings 
throughout the month of February on the Governor’s budget. I thought you 
might be interested in these things: ‘ Rg s mae 

* 4, The Governor’s budget runs well over $2 billion. He has said that is is not 
practical to talk about increasing taxes in an election year and, therefore, the 
pudget is unbalanced and will not only require a shifting of funds, but will also 
eat up most of the reserves created during Warren’s administration. The Demo- 
crats are furious because the only way they can attack Knight’s refusal to 
consider new taxes is to introduce tax proposals themselves and this, of course, 
js just as impractical for them as for the Governor. I mention these things 
pecause California is on the verge of a big reevaluation of its sources of rev- 
enues. So far I have no hint that the insurance industry is in for proposed 
increases, but I haven’t the slightest doubt but what we should prepare ourselves 
for this eventuality in 1959. As an interesting sidelight, you will find attached 
a portion of a story from the weekly newsletter of the California State Federation 
of Labor. a 

2. 1 attended a regional meeting of the California Association of Insurance 
Agents which was being held in Sacramento on Tuesday. I would not have gone 
had I known previously that I would be the only company man there, but when 
I tried to leave after eating lunch, Milt Cheverton, secretary-treasurer of the 
CALA, asked me if I would please stay, and assured me that all of their meetings 
this week (they are conducting 30 of them) are “open” at the option of the 
local association and that many company men will be attending the meetings 
in other places. The only reason I mention this is because I thought you would 
be interested in the fact that a large portion of the session was taken up with 
the discussion of commissions. Mr. Cheverton read a 2-page statement which had 
been prepared by the officers and Jack Moloney. It is an excellent statement and 
I shall try to get a copy whenever I can do so without embarrassment. In it 
agents are cautioned of all the dangers inherent in any program of boycott, 
coercion, and intimidation. In answer to the question, ““‘What should an agent 
do when he receives notice of a commission cut?’ three alternatives are 
presented : 

(a) Sign the amendment to the contract and accept the reduction ; 

(b) If the agency has been doing a good job of underwriting and has a 
reasonably good loss ratio, and if it has been rendering many of the services 
which result in less cost to the company, then the agent can go to his com- 
pany and ask for special consideration. (This has been done successfully 
in many instances although some of the companies have made the adjust- 
ments on a contingency basis. ) 

(c) The agent can refuse to accept the reduced commissions and cease to 
do business with the company. 

There were two or three in the audience who kept asking what the association 
recommended. In each instance Mr. Cheverton would read these three alter- 
natives and would emphasize that if the agent wishes to be known as an inde- 
pendent contractor, he must be in a position to make decisions for himself and 
be able to negotiate with his company in an individual capacity. If he cannot 
do this, then he cannot expect the association to fight his battles for him. 

3. There are always confusing things that come along to confound people who 
think they have a straight and simple story to tell. The county of Sacramento 
is now considering a renewal of its liability policy, because of their own loss 
experience and because of the general condition of the business they were faced 
with an increase in premium. The servicing agent, as part of his explanation for 
the need of the rate increases, presented to the board of supervisors the recently 
released figures from the America Fore-Loyalty Group. Following this presenta- 
tion the board more or less shrugged their shoulders and indicated its willingness 
to accept the inevitable, but asked the agent to secure bids from five different 
companies just so that there would be evidence that the county had scoured the 
market. This was done, and four of the company bids turned out to be within 
a range of $5,000 of one another. The fifth company was $27,000 lower than 
the lowest of the first four. This is on a premium of under $100,000. The com- 
pany was the Fidelity & Casualty. Needless to say, the board expressed some 
consternation. 

4. Tuesday night, after I was safely tucked away and sound asleep, the phone 
rang and it turned out to be Joe Thomas and one of his deputies. They wanted 
to know if they could come up and talk to me about a very important matter. 
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The department budget this year will be slightly over $2 million. Of this 
amount, the legislative auditor questioned only $2,600. This figure is the amount 
allowed for the travel for the commissioner and one deputy to NAIC meetings, 
Thomas says they may want some help on this if either of the finance ¢om. 
mittees show signs of accepting the auditor’s recommendation to delete the 
allowance from their budget. 

He also pointed out that the undertaking of the examination of health ang 
welfare funds has been imposed upon the department without any provision 
for expense of examination being borne by the funds. The department is just 
about at a breakeven point now from income of licenses and fees as against 
budget. They anticipate a $300,000 item for supervision of health and welfare 
funds and expressed the opinion that it is unjust to impose this burden upon 
licencees who now support the insurance department. He is not at all certain 
whether or not the department will propose legislation to have such examina. 
tions paid for by the funds. 


W. F. Wrttiamg, 


INLAND MARINE INSURANCE BUREAU, 
161 William Street, New York, N.Y., February 7, 1958, 

Re Mississippi rate regulatory law—inland marine and nuclear insurance. 
Mr. J. RAYMOND BERRY, 
General Counsel, National Board of Fire Underwriters, New York, N.Y. 

Deak Ray: I have attempted a first draft of the very brief memorandum 
which you suggested in our recent telephone conversation. 

When you return from your trip I shall look forward to discussing this 
matter with you. 

Thanks for your help and cooperation. 

Sincerely, 


JOSEPH G. Brit. 


FEBRUARY 7, 1958. 
Mr. J. RAYMOND Berry, General Counsel. 


Ray E. HuGHEs: 

In accordance with your request, as relayed by Miss Mack, I am enclosing 
two copies of the nuclear clause. 

In this connection Mr. Henke advises me that the New York standard fire 
policy is set forth in the statutes in the following 18 States: 


State: Commissioner 
Ni a laa Syl cn nes Sm F. Britton McConnell, 
rN 5 och ic eee npr ec aeh Cee sidearm aebllaens Alfred N. Premo, 
a cag aaa tes Oliver P. Bennett. 
I ta eS easter eran oan ine eaal wea peek neice Rufus D. Hayes. 
I i gs ne ck aes ce ening Kaen ag Gash ayipfane ceorainlacaae Joseph A. Navarre, 
I ng i oo dirs nw ap pg canada mn eens ragnanabe Charles R. Howell. 
No ava ots cacroecah dn hehe Dg alae bein eon akogthcbi Ralph F. Apodaca. 
ila a aa nn inten stra obs ioanaaiter nish Ag teak iio Leffert Holz. 
I co icesceclc edi nonlpaso'an taco oe ao caaisisioninecpahicos Charles F. Gold. 
I iiss sg eas ac i pea nn edna sts hans eaten tle Joe B. Hunt. 
at a nirenis co nans'niiasin ahiReaniiotinesige ina roms ania Salta eiatet Hugh H. Earle. 
I gn op Sc seemeensccem aire ea ic Lagan a Saisie Give einen Francis R. Smith. 
a aaa cattienliteieciendapetueenin Maced George A. Bisson. 
ST isd poses anes cecen ens aang in ig tian ah gaennseieny D. E. Mitchell, 
RN nc gi cde Sacra ebenaiieenenin esp arebenisest T. Nelson Parker. 
ng i oa neila alinianiiganio means ausena icicle Harold E. Neely. 
gs Siem ens veh nadpinscupce ti cneutnigien ensindcg eh eeginieati Paul J. Rogan. 
fea gc x mareocich oes cmepeteagoanen ainpeannenninneanith id Ford 8S. Taft. 


The New York standard fire policy is incorporated by reference in the laws 
of the following States: 


State: Commissioner 
I ba i Riga mt reccw eats eetheecninlan dian hcnen epateons George Bushnell. 
as nL sasepiasanlienel adic dips adedicaalnioiiananansionl Leo O’Connell. 
he Se earthen sinicnajanemnginunnspenase John H. Binning. 
at ak old cece cn ge caereeneneg ia Paul A. Hammel. 


I TNO han eatbee nn de cn ennclg phi lanigeomnidelinincicinmnendentcaiie A, J. Jensenn. 
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The following States provide a statutory fire policy of their own: 


State: 5% ey 
NN ass chi bin tints ncaneltiinn abcess George F. Mahoney. 
IRIS aon bs sk doh thinset an ccehitle wdc tastsiehbaaaneicaeh bel Jos. A. Humphreys. 
DERONOER < . — 2 nnn e ccee seen en eewes nes Cyril C. Sheehan. 


I am also enclosing copy of Clay Johnson's letter to Beckwith and self- 
explanatory note shown thereon. 


OFFICE MEMORANDUM 
FEBRUARY -10, 1958. 
To: Mr. J. R. Berry, general counsel. 
From: W. F. Williams. 
Subject: Self-insurance. 

You will find attached a request for an attorney general’s opinion on the sub- 
ject of self-insurance. The inquirer is Senator Robert L. McCarthy, of San 
Francisco, who incidentally, is himself a candidate for attorney general. 

Joe Thomas, chief assistant insurance commissioner, has transmitted copies 
of this request both to Perry Taft and to me. He says “so far as we are aware, 
no opinion has yet been released and it is our current understanding that actual 
release may be some weeks or months away.” 

The department suggested that Perry and I might wish to take this matter up 
with our New York offices with the thought that we might wish to file briefs in 
the matter due to the possibility that in the future this type of self-insurance 
might be extended into the fire and casualty fields even though it currently 
appears to be limited to life, disability, and hospitalization insurance. He men- 
tions some isolated instances in which employees drive their own automobiles, 
put are furnished liability and possibly other coverages by the employer. 


W. F. WILLIAMS. 


AMERICAN MUTUAL INSURANCE ALLIANCE, 
Chicago, Ill., February 14, 1958. 
Nuclear action exclusion, fire policies. 
Mr. J RAYMOND BERRY, 
General Counsel, The National Board of Fire Underwriters, 
New York, N.Y. 


Deak Ray: Since I heard nothing further from you or Ambrose Kelly regard- 
ing a meeting to be held in Lansing on February 13, I concluded that Commis- 
sioner Navarre was unable to make time available for consideration of this 
subject. Since he had a number of other State insurance departments at his 
forum, I imagine that he was pretty heavily engaged. 

In view of the fact that the present program does not contemplate legislation, 
but rather contemplates form filings and administrative action, I believe that 
this is a matter appropriate for Mutual Insurance Advisory Association and I 
have informed Joe Muir regarding the program and have sent him a copy of 
the nuclear clause. I have also informed the members of our legal committee, 
several of whom have inquired as to the status of any program in this direction, 
but I have requested that the matter be kept on a confidential basis until the 
proposed procedure has been accomplished. 

When a meeting is scheduled with Commissioner Navarre or other representa- 
tives of NAIC, I believe that Mutual Insurance Advisory Association will want 
to be represented—and shoud be. 

Sincerely, 
JOHN S. HAMILTON, Jr., 
General Counsel. 





NATIONAL ASSOCIATION OF INDEPENDENT INSURERS, 
Chicago, Iil., February 17, 1958. 

Re nuclear clause, fire policies. 
Mr. J. RAYMOND BERRY, 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 

Deak Mr. Berry: We have heard from several members of our policy forms 
committee and some of them would have suevestions as to changes in language, 
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but I do not think the changes are of great consequence. Too, I think they 
were thinking of this more in the light of an endorsement than an interpretative 
provision, but they appear to be entirely in sympathy with the above so J would 
Say we could proceed along the lines we discussed in New York of trying to get 
this accepted by the department. 
Sincerely yours, 
VESTAL LEMMON, General M anager, 


MINTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE Nationar, 
BoarpD OF Fire UNDERWRITERS HELD IN THE BoarRD Room at 85 JouHn STREET 
NEw York, ON FEBRUARY 19, 1958, AT 11 A.M. A 


Present: Mr. H. Clay Johnson, chairman, and Messrs. Hale Anderson, Jr 
(representing Philip 8S. Brown), J. F. Deegan (representing E. H. Forkel). 
Nicholas Dekker, Hugh Garland (representing J. R. Barry), Hugh Harbison 
(representing Millard Bartels), Lester 8. Harvey, A. E. Heacock, Charles 4. 
Loughin, William MacLean, Joseph G. Niederlitz, D. E. Reutershan (repre- 
senting George D. Mead), Addison Roberts, Francis Van Orman, and R, w. 
Viering (representing John A. North). 

There were also present: Messrs. E. 8. Coons, counsel, Commercial Uniop- 
Ocean Group; J. F. Murphy, secretary, America Fore Loyalty Group; William 
H. Tribou, secretary, Aetna Insurance Group; L. A. Vincent, J. R. Berry, J. Gg, 
McKenzie, and R. E. Hughes of the National Board staff. 

Advices of their inability to attend were received from Messrs. John H. Dil. 
lard (representing James F. Crafts) and W. L. Nolen (representing §. 7, 
Shotwell). 

Messrs. K. E. Chapman, Frank F. Dorsey, Paul E. Laymon, Olaf Nordeng, 
A. L. Ross, and F. Elmer Sammons were unable to be present or represented, 


FEDERAL CONGRESS—-NATIONAL COMMITTEE ON INSURANCE TAXATION PROPOSAL 


A statement has been filed with the ways and means committee on behalf of 
the National Board of Fire Underwriters and in opposition to the above pro- 
posal. General counsel pointed to the fact that some members on ways and 
means committee had asked in substance what recommendation the National 
Board of Fire Underwriters was making with reference to the taxation of mutual 
and reciprocal insurers. He stated that our statement had been one strictly of 
opposition to the National Committee on Insurance Taxation Proposal and did 
not make any substitute suggestions for taxation of mutuals; that in our dis. 
cussions with Congressmen we might be asked what recommendations we had 
for taxation of mutuals and counsel asked for instrutcions on this point. After 
a general discussion, it was unanimously agreed that we propose nothing in the 
way of change in the basis of taxation for mutuals and that we limit our state- 
ments to maintaining the present tax provision applicable to stock insurance 
companies, other than life. 

STATE MATTERS 


Kentucky—H.B. 116: This bill would prohibit an insurer from filing rates, 
manuals, et cetera, of any organization of which the filer was not a member. 
Counsel was instructed to take no position on this legislation until he re 
ceived further instructions from the laws committee and that the matter be 
brought up before the next laws committee meeting. 

General counsel requested instructions to the following legislation: 

New York: Senate bill 1666 would require the liquidator of an insurance 
company to reinsure the policies of the insolvent insurer with a solvent insurer 
to the extent that the unearned premium reserve would so permit. It was 
the consensus of the committee that this was bad legislation and should be 
opposed. 

New York—H.F;. 1757: This bill would give the superintendent of insurance 
authority to fix commissions by regulation. It was unanimously agreed this bill 
should be opposed. 

New York—Senate bill 3183: This bill was introduced by us at the request 
of the American Foreign Insurance Association. It seeks to amend the tax 
law and the insurance code to provide an exemption from tax for those pre 
miums written in New York on risks located outside the United States. It was 
necessary to introduce this bill prior to the laws committee meeting in order 
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to escape the deadline for introduction of bills. ‘ It was the sense of the meet- 
ing that the bill should be supported and the action of counsel in arranging for 
its introduction was approved. 

West Virginia: The premium tax law has been amended to increase the 
rate of tax from 2 to 3 percent. The increase under the terms of the new law 
is supposed to terminate in 1960. — . 

Colorado: Bill to increase premium tax died and legislature is recessed. 

Georgia: The valued policy bill appears to be dead and bills providing for 
hearing on all rate filings also appear to be dead. A resolution setting up @ 
legislative committee to study the insurance law with a view to making changes 
therein will almost certainly pass. — This last is a compromise move to avoid 
the enactment of the hearing legislation referred to above. 

Mississippi: Hostile legislation in Mississippi is still held in committee. 
We have caused to be introduced a bill providing for an advisory organization 
section in the Mississippi law and we are informed by the insurance commis- 
sioner that he will shortly introduce a bill at our request which will supple- 
ment the Mississippi law and permit the licensing of a nuclear energy rating 
organization and will also regulate inland marine business under the all-industry 
pattern. 5 ; 

North Carolina: The firemen’s pension tax has been held to be unconstitu- 
tional by the superior court and the ruling of the insurance commissioner dis- 
approving the rating bureau’s ruling with reference to the above tax has been 
reversed by the superior court in a separate suit. Appeals will be taken from 
both these decisions. It is not expected that the Supreme Court will decide 
either of these cases before May or June. Meanwhile, the due date of tax will 
have arrived. The companies will receive advices by bulletin with reference 
to the filing of the return. The tax is not payable until 2 weeks after the 
return is filed, and supplementary instructions will be given by bulletin with 
reference to the payment of the tax, with a view to recovering these taxes 
should the Supreme Court uphold the lower court and find the act is uncon- 
stitutional. 

NUCLEAR CLAUSE 


The laws committee was advised of the action taken by the executive commit- 
tee at its January 30, 1958, meeting, i.e., that industrywide acceptance be sought 
for this clause and, if obtained, that a committee representative of the industry 
seek the approval of key officers and executive committee members of the Na- 
tional Association of Insurance Commissioners to the end that these officers 
would urge the approval of this clause by individual State departments. 

General counsel reported that the clause has received industry support offi- 
cially from the Associated Factory Mutuals and informally from representatives 
of the National Association of Independent Insurers and of the American Mu- 
tual Insurance Alliance. It is expected that formal support will also be forth- 
coming from these two organizations. The president of the National Associa- 
tion of Insurance Commissioners has been consulted and the clause meets with 
his approval and the course contemplated also has his support. He has sug- 
gested that we meet with the chairman of the fire insurance committee and 
the rates and rating organization committee. Both of these officials have been 
approached and we are awaiting word from them as to an acceptable date for 
conference. 

ADJOURNMENT 


There being no further business to come before the committee, the meeting 
adjourned at 12:30 p.m. 


L. A. VIncENT, Secretary. 


FEBRUARY 19, 1958. 
Re nuclear clause, fire policy 
Mr. Vestat LEMMON, 


General Manager, National Association of Independent Insurers, 
Chicago, Ill. 


Dear VESTAL: This acknowledges your letter of February 17 and is to report 
to you on what transpired at Lansing. 

Ambrose Kelly and I met with Commissioner Navarre. He is in complete 
sympathy with our efforts and he suggested, inasmuch as this matter dealt 
solely with fire insurance, that we get an expression of support from the chair- 
man of the Fire Insurance Committee and the Rates and Rating Organizations 
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Committee of the NAIC. It happened that the latter chairman was present jpn 
Lansing at the time of our visit, so Commissioner Navarre took us over to talk 
with him and recited to him his endorsement of our proposal, suggesting that 
the two chairmen get together at an early date, and, if they agree with Com. 
missioner Navarre’s conclusion, that they might issue a letter of advices to their 
fellow commissioners. 

I am to find out whether Commissioner Leggett (who is chairman of the 
fire and marine committee) is going to be in New York for an NAIC commit. 
tee meeting in early April. If so, Commissioner Bennett (who is chairman of 
the rates and rating organizations committee) will meet with Commissioner 
Leggett and representatives of the various branches of the business here in New 
York. If Leggett is not coming to New York, we are going to try to set a meet. 
ing up at Bennett’s office for an industry presentation. 

You, John Hamilton, and Ambrose Kelly will be advised of developments, 

Sincerely, 


J. RAYMOND Berry, 


FEBRUARY 27, 1958, 
Executive Committee of the National Board of Fire Underwriters: 


Your committee is pleased to report progress in New Hampshire. 

A standard policy bill has been prepared in collaboration with Commissioner 
Knowlton, the New Hampshire Agents’ Policy Revisions Committee, and a special 
committee of the Mountain Insurance Field Club. 

It is understood that the bill will be submitted to the Executive Committee 
of the New Hampshire Agents’ Association for final approval, after which it wil] 
be ready for introduction in the 1959 legislature. 


S. PETERson, 
Chairman, Special Committee on Standard Fire Insurance Policy. 


FEBRUARY 27, 1958. 
Mr. R. L. ISMOND, 


Assistant Secretary, 
Continental Casualty Co. 
Chicago, Ill. 


Dear Mr. IsSMOND: Replying to your letter of February 24, the national board’s 
executive committee has approved a nuclear clause (we do not call it an exelu- 
sion clause) and has suggested that an effort be made to obtain industrywide 
support for it before the rating bureaus attempt to file it. That effort is being 
made now by conferences with Associated Factory Mutuals, National Association 
of Independent Insurers, and American Mutual Insurance Alliance. 

Very truly yours, 
J. RAYMOND Berry, General Counsel. 


Excerpt From MINUTES OF COMMITTEE OF LAWS FOR FEBRUARY 27, 1958 
NUCLEAR CLAUSE 


The laws committee was advised of the action taken by the executive com- 
mittee at its January 30, 1958, meeting; ie., that industrywide acceptance be 
sought for this clause and, if obtained, that a committee representative of the 
industry seek the approval of key officers and executive committee members of 
the National Association of Insurance Commissioners to the end that these 
officers would urge the approval of this clause by individual State departments. 

General counsel reported that the clause has received industry support offi- 
cially from the Associated Factory Mutuals and informally from representatives 
of the National Association of Independent Insurers and of the American Mutual 
Insurance Alliance. It is expected that formal support will also be forthcoming 
from these two organizations. The president of the National Association of 
Insurance Commissioners has been consulted and the clause meets with his ap- 
proval and the course contemplated also has his support. He has suggested that 
we meet with the chairman of the fire insurance committee and the rates and 
rating organization committee. Both of these officials have been approached and 
we are awaiting word from them as to an acceptable date for conference. 

Respectfully submitted. 


H. Cray Jounson, Chairman. 
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STATE OF MICHIGAN DEPARTMENT OF INSURANCE, 
Lansing, March 3, 1958. 
Mr. J. RAYMOND Berry, ; 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

Dear Ray: I had a very satisfactory telephone conversation with Britt Mc- 
Connell with reference to the matters we discussed this morning. Items 3 and 6 
on the zone 6 agenda, according to McConnell, were put on there by Paul Ham- 
mel of Nevada. ) 

Britt agreed with me that endorsement and discussion of these matters at 
the zone level, if formal action were taken by the zone, might be embarrassing 
to the committees in whose jurisdiction these matters properly reside. He sug- 
gested that they would be handled with diplomacy in order that any embarrass- 
ment to committee members or to NAIC be avoided. 

Further, he agreed to call a meeting of the two committees (Federal liaison 
committee and committee for preservation of State regulation), perhaps in Chi- 
cago sometime in April. He agreed with me that a meeting should be called 
and that the matters now pending relative to the activities of the Congress 
should be discussed in order that a policy be determined by the NAIC prior to 
the time that members of NAIC might conceivably be called upon to respond 
to requests for information or be supenaed by the committee of Congress. I am 
pleased to report that he is in agreement with the course of conduct proposed 
by me in the course of our conversation this morning. 

I will keep Britt informed with reference to the information I am able to 
gather in Washington on the 6th and 7th and as a result of our conference in 
New York on the 10th. 

Hurriedly, 
JOSEPH A. NAVARRE, 
Commissioner of Insurance. 


P.S.—I have just talked to Hammel and he has agreed to withdraw those 
matters from the agenda. 


MEYER & ROSENBAUM, INC., 
Meridian, Miss., March 3, 1958. 
Mr. J. RAYMOND Berry, 
New York, N.Y. 

Dear Mr. Berry: When you were in Mississippi some time ago, you stated 
that the fire rating law for the District of Columbia was identical with that of 
the State of Mississippi. In view of the recent publicity in connection with the 
O’Mahoney committee, I wonder if other jurisdictions have the requirement that 
all stock companies must belong to the State rating bureau and that there is 
no appeal from State rating bureau action as is the case in our State. 

I would appreciate a hearing from you at the earliest possible time. 

Sincerely, 
I. A. ROSENBAUM, Jr. 





(Confidential—Not for publication) 


SpectaL MEETING OF THE NATIONAL BoarD or FrrRE UNDERWRITERS, MARCH 4, 
1958, New York, N.Y. 


(The chairman presiding at this meeting made the following announcement: 
“I would like to ask the members to keep the deliberations of this morning and 
the result of the vote confidential * * * if publicity is to be given, it will be 
given through regular national board channels.” ) 

A special meeting of the National Board of Fire Underwriters was held in 
the New York board room, 85 John Street, New York, N.Y., at 11 o'clock Tuesday 
morning, March 4, 1958, Mr. Harry W. Miller presiding. 

Chairman MILLER. Gentlemen, would you please come to order? I regret very 
much that President Hullett is unable to be here this morning and, as vice presi- 
dent, I will attempt to pinch hit for him. 
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This is a special meeting of the National Board of Fire Underwriters. Attend- 
ance is open to officers of companies members of the National Board of Fire 
Underwriters. 

Has each person signed an identification card? 

(No response.) 

Chairman Mriter. Is there anyone in the room who is not a member of the 
national board or the designated officer of the national board staff? 

(The following representatives of member companies registered: ) 


Aetna Insurance Co. : H. M. Mountain, executive vice presj- 
Century Indemnity Co. dent 
Standard Insurance Co. of New 
York. 
World Fire & Marine Insurance Co. 
Aetna Casualty & Surety Co.: Olaf Nordeng, vice president 


Iowa Fire Insurance Co. 
Standard Fire Insurance Co. 
American Equitable Assurance Co. : R. R. Wilde, executive vice president 
Globe & Republic Insurance Co. 
Merchants & Manufacturers Insur- 


ance Co. 
New York Fire Insurance Co. 
American Home Assurance Co. : C. P. Cunningham, president 
Insurance Co. of State of Pennsyl- Elmer Van Dusen, vice president and 
vania. secretary 
American Insurance Co.: American Au- Bert A. Jochen, executive vice president 
tomobile Insurance Co. Francis Van Orman, vice president and 
general counsel 
American Re-Insurance Co. E. L. Mulvehill, president 


M. L. Rouse, executive vice president 
American Surety Co. of New York: Randolph E. Brown, first vice president 
Surety Fire Insurance Co. 
Atlas Assurance Co., Ltd. : C. M. Gallagher, U.S. manager 
Albany Insurance Co. 
Quaker City Insurance Co. 
Boston Insurance Co. : Cyril S. Hart, president 
Equitable Fire Insurance Co. of 
Charleston, S.C. 
Old Colony Insurance Co. 
Camden Fire Insurance Association F. Harmon Chegwidden, vice president 
and treasurer 
Century Insurance Co., Ltd.: Pacific R.H. Gwyn, U.S. manager. 
Coast Fire Insurance Co. 
Cherokee Insurance Co. David K. Wilson, president and treas- 
urer 
Christiania General Insurance Corp. of Arne Fougner, president and treasurer 
New York 
Commercial Union Assurance Co. Ltd.: H. W. Miller, U.S. manager 
American Central Insurance Co. T. B. Kelley, deputy U.S. manager 
British General Insurance Co. 
California Insurance Co. 
Columbia Casualty Co. 
Commercial Union Fire Insurance 
Co. 
Ocean Accident & Guarantee Corp. 
Palatine Insurance Co. 
Union Assurance Society 
Constitution Insurance Corp. of New Franklin Ryan Fort, vice president 
York 
Continental Casualty Co. : R. A. Dwyer, vice president and secre- 
National Fire Insurance Co. tary 
Transcontinental Insurance Co. 
Transportation Insurance Co. 
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Continental Insurance Co.: 
Fidelity & Casualty Co. 
Fidelity-Phenix Fire Insurance Co. 
Niagara Fire Insurance Co. 


Firemen’s Insurance Co. of Newark 


Commercial Insurance Co. of New- 
ark 

Metropolitan Casualty Insurance 
Co. of New York 

Milwaukee Insurance Co. of Mil- 
waukee 

National-Ben Franklin Insurance 
Co. 

Employers’ Fire Insurance Co. : 
American Employers’ Insurance Co. 
The Employers’ Liability Assurance 

Corp. 
Halifax Insurance Co. of Massa- 
chusetts 

Employers Reinsurance Corp. 

Pxcelsior Insurance Co. 


Federal Insurance Co. : 
Sea Insurance Co., Ltd. 
Vigilant Insurance Co. 
Fidelity and Deposit Co. of Maryland 
Fireman’s Fund Insurance Co. : 
Fireman’s Fund Indemnity Co. 
Home Fire & Marine Insurance Co. 
National Surety Corp. 
Firemen’s Insurance Co. of Washington 
and Georgetown, D.C. 
General Accident Fire & Life Assurance 
Corp., Ltd. : 
Pennsylvania General Insurance 
Co. 
Potomac Insurance Co. 
Jlens Falls Insurance Co. 


Great American Insurance Co.: 
American National Fire Insurance 
Co. 
Detroit Fire & Marine Insurance 
Co. 
Great American Indemnity Co. of 
New York 
Massachusetts Fire & Marine In- 
surance Co. 
Rochester American Insurance Co. 
The Hanover Insurance Co.: 
The Fulton Insurance Co. 
Hartford Fire Insurance Co. : 
Citizens Insurance Co. of New 
Jersey 
Hartford Accident & Indemnity Co. 
Northwestern Fire & Marine Insur- 
ance Co. 
7. York Underwriters Insurance 
0. 
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J. V. Herd, chairman of board and 
president 

Nicholas Dekker, executive vice presi- 
dent 

Milton W. Mays, vice president 

William B. Rearden, president 

W. J. Christensen, executive vice presi- 
dent 


Frank W. Boyle, vice president 


E. G. Trimble, vice president 
Forrest H. Witmeyer, president 
Donald P. Littlefield, vice president 
H. A. Taylor, Jr., vice president 

F. W. Wrenn, vice president 


John J. Iago, vice president 

John H. Dillard, vice president 

A. T. Fleischhauer, vice president 

Philip F. Kingsley, assistant vice presi- 
dent 

Herbert M. Pasewalk 


Norman Webb 


G. D. Mead, president 

R. P. Crawford, vice president 

A. L. Lowe, vice president 

D. R. Ackerman, chairman of board 
W. EB. Newcomb, president 


F. Elmer Sammons, president 
James L. Dorris, vice president 
Roland H. Lange, vice president 


R. §. Stoddart, vice president and 
secretary 











4106 THE INSURANCE INDUSTRY 


The Home Insurance Co. 


The London Assurance: 
Guarantee Insurance Co. 
Manhattan Fire and Marine Insur- 
ance Co. 
London & Lancashire Insurance Co., 
Ltd. : 
Law, Union and Rock Insurance 
Co., Ltd. 
Safeguard Insurance Co. 
Standard Marine Insurance Ce., 
Ltd. 
Maryland Casualty Co. 
Massachusetts Bonding and Insurance 
Co. 
Metropolitan Fire Assurance Co. of New 
York 
National Capital Insurance Co. of Dis- 
trict of Columbia 
National Union Fire Insurance Co.: 
Birmingham Fire Insurance Co. 
National Union Indemnity Co. 
New Amsterdam Casualty Co.: 
United States Casualty Co. 
New Hampshire Fire Insurance Co. : 
American Fidelity Co. 
Granite State Fire Insurance Co. 
North British and Mercantile Insurance 
Co.: 
Central Surety & Insurance Corp. 
Commonwealth Insurance Co. of 
New York 
Mercantile 
America 
Pennsylvania Fire Insurance Co. 
Northeastern Insurance Co. of Hartford 
Northern Assurance Co., Ltd.: 
American Marine and General In- 
surance Co. 
Norwich Union Fire Insurance Society, 
Ltd. : 
Eagle Fire Co. of New York 
Ohio Farmers Insurance Co.: 
Ohio Farmers Indemnity Co. 
Pacific Insurance Co. of New York: 
Bankers and Shippers Insurance 
Co. of New York 
Jersey Insurance Co. of New York 
Pearl Assurance Co. Ltd. : 
The Monarch Insurance Co. of Ohio 
Peerless Insurance Co. : 
Caledonian-American Ins. Co. of 
New York. 
Netherlands Insurance Co. 
Phoenix Assurance Co. of New York: 
London Guarantee & Accident Co., 
Ltd. 
Union Marine & General Insurance 
Co., Ltd. 


Insurance Co. of 


Kenneth E. Black, president 

Leonard Peterson, vice president 

Charles A. Loughin, vice president ang 
general counsel 

Felix Hargrett, vice president 

Donald A. Hoyt, assistant to deputy 
U.S. manager 

W. W. Smith, U.S. manager 


C. R. Nelson, assistant manager 


FE’. John Barclay, vice president 
BE. B. Van Vorst, vice president 


J. B. Carvalho, president 
William N. Payne, Jr., president 


Robert F. Miller, vice president 


George E. Scaff, vice president 


Lester S. Harvey, president 


W. L. Nolen, U.S. manager 


M. B. Baker, Jr., assistant U.S. manager 


F. E. Amidon, executive vice president 
Earl D. Patton, U.S. manager 
R. L. Wetherly, assistant vice president 


J. M. Kidd, U.S. manager 

J.C. Hiestand, chairman of board 

J. R. Hamilton, secretary 

S. G. Amerman, vice president 

C. V. Meserole, Jr., secretary 

W. J. Sweeney, assistant U.S. manager 


G. L. Armstrong, vice president 


J. R. Robinson, president 
W. C. Harris, vice president 
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Phoenix Insurance Co.: 
Connecticut Fire Insurance Co. 
Equitable Fire & Marine Insurance 
Co. 
Minneapolis Fire & Marine Insur- 
ance Co. 
Providence Washington Insurance Co. 


Insurance Co. of Great 


Prudential 
Britain : 
Hudson Insurance Co. 
Skandia Insurance Co. 
Reinsurance Corp of New York 
Reliance Insurance Co. 


Royal Insurance Co., Ltd.: 
American & Foreign Insurance Co. 
British & Foreign Marine Insur- 
ance Co., Ltd. 
Globe Indemnity Co. 
Liverpool & London & Globe In- 
surance Co., Ltd. 
Newark Insurance Co. 
Queen Insurance Co. of America 
Royal Indemnity Co. 
Star Insurance Co. of America 
Thames & Mersey Marine Insur- 
ance Co. 
Virginia Fire & Marine Insurance 
Co. 
Royal Exchange Assurance: 
Car & General Insurance Corp. 
Ltd. 
Provident Fire Insurance Co. 

St. Paul Fire & Marine Insurance Co.: 
St. Paul Mercury Insurance Co. 
Scottish Union & National Insurance 

Co. : 
American Union Insurance Co. of 
New York. 
Security Insurance Co. of New Haven: 
Connecticut Indemnity Co. 
Springfield Fire & Marine Insurance 
Co . 


Michigan Fire & Marine Ins. Co. 
New England Insurance Co. 
Standard Accident Insurance Co.: 
Planet Insurance Co. 
Standard Fire Insurance Co. of New 
Jersey: 
Sun Insurance Office, Ltd. : 
Sun Insurance Co. of New York 
— General Insurance Co., 
td. : 
The Travelers Indemity Co.: 
Charter Oak Fire Insurance Co. 
U.S. Fidelity & Guaranty Co.: 


Fidelity & Guaranty Insurance Un- 
derwriters, Inc. 

U.S. Fire Insurance Co. : 
British American Assurance Co. 
International Insurance Co. 
North River Insurance Co. 
Western Assurance Co. 
Westchester Fire Insurance Co. 
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Edward J. Martin, vice president 


George B. Salter, executive vice presi- 
dent 
M. V. Lanning, secretary 


Robert G. Clarke, president 

K. B. Hatch, president 

Raymond G. Shepard, vice president 

Clarke Smith, U.S. manager and general 
attorney 

H. Clay Johnson, deputy U.S. manager 
and general counsel 


Henry C. Pitot, U.S. manager 


A. B. Jackson, president 


G. S. Tompkins, U.S. manager 


P. J. Berry, chairman of board 

S. Dwight Parker, president 

Wilfred G. Howland, vice president 

L. K. Kirk, president 

F. Glenn Breen, president 

W. M. Kearns, general attorney 

J. W. White, Jr. 

Charles P. Jervey, vice president 

Frank F. Dorsey, executive vice presi- 
dent 


Sam G. Browning, vice president 


Philip S. Keeler, vice president 
W. S. Schriener, assistant vice president 
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Unity Fire & General Insurance Co. G. M. Loughery, vice president 
Urbaine Fire Insurance Co. : J. A. Heinze, U.S. manager 
French Union & Universal Insur- 
ance Co. 
LaPaternelle Fire & General Insur- 
ance Co. 
New Rotterdam Insurance Co. 
Union & Phenix Espanol Insurance 
Co. 
Yorkshire Insurance Co. of New York: A. O. Robinson, president 
Seaboard Fire & Marine Insurance 
Co. of New York 


Chairman MILuter. Gentlemen, with attendance record having been taken, 
would you like a rolleall? If not, I would like a motion to dispense with calling 
the roll. 

(A motion was duly made and seconded to dispense with the calling of the roll.) 

Chairman Miter. Those in favor will say “aye”; those opposed “no.” §o 
ordered. 

The bylaws provide that at all meetings twenty members shall constitute q 
quorum for the transaction of business. Mr. Secretary, is there a quorum 
present? 

Secretary Sammons. There is. 

Chairman MILter. Gentlemen, there is a quorum present. Since this is a 
special meeting of the membership, I believe we can properly dispense with the 
reading of the minutes of the last meeting. The minutes were printed and dis- 
tributed to members. Unless there is an objection, can I have a motion to dis. 
pense with the reading of the minutes? 

(A motion to dispense with the reading of the minutes was duly made and 
seconded. ) 

Chairman Mritter. All in favor say “aye”, opposed “no.” So ordered. 

Mr. Secretary, will you please read the call for this meeting? 

Secretary Sammons then read the notice of meeting dated February 14, 1958.) 

At meeting of the executive committee on January 30, 1958, the following rego- 
lution was adopted : 

“Resolved, That the executive committee recommend to the member companies 
that they study and be prepared to vote to— 

“(a) enlarge the scope of this board’s services and activities by also func- 
tioning as a rating organization on fire and allied lines, with potential power 
for all jurisdictions nationwide: 

“(b) in connection with the foregoing, take steps to acquire the staff and 
assets of Inter-Regional Insurance Conference ; 

and that the president be requested to call a special meeting of the members 
within 40 days to consider and vote on this proposal.” 

Pursuant to that action and in accordance with the provision of the bylaws, 
President Hullett has called a special meeting of the membership for 11 a.m., 
Tuesday, March 4, 1958. This meeting will be held in the New York board 
room, second floor, 85 John Street, New York City. 

In calling this meeting, President Hullett urges the senior executive officer of 
each company to be present in view of the importance of the subject which is be- 
fore the membership. 

Yours very truly, 

L. A. VINCENT, 
General Manager. 

Chairman MILier. Gentlemen, you have heard the reading of the call of the 
meeting which carries with it the resolution. Inasmuch as minutes will be taken, 
I would ask that the speakers kindly identify themselves before speaking. What 
is your pleasure? 

Mr. K. E. Brack. Mr. Miller, I would like to read a statement that I read to the 
executive committee in presenting this resolution. At the executive committee 
meeting at which this resolution was adopted, I made the following comments 
and would like to repeat them here. 

Many senior executives have long been concerned by the fact that the approach 
to fire insurance ratemaking differs widely and fundamentally in various parts 
of the country. The serious difficulties now being encountered in many jurisdic- 
tions in effecting rate level adjustments indicated by recent adverse experience 
emphasize the dire need for standardized principles and procedures, and for a 
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national fire insurance rating organization that can fulfill this need. National 
rating is already well established and successful in all segments of the business 
except fire. In the casualty, inland marine, automobile physical damage and 
surety fields, adjustment of rate levels to reflect changing conditions is accom- 
plished in the main with dispatch because regulatory authorities nationwide have 
accepted the uniform patterns of rate level adjustment employed in these fields. 

The National Board of Fire Underwriters, among all existing organizations in 
the business, is the one best suited for standardizing and nationalizing ratemak- 
ing functions. Almost 100 years old, highly regarded throughout the business, 
and by insurance departments and the public, its prestige would command the 
greatest degree of respect in all quarters. 

The national board is presently engaged in many activities that have a direct 
relationship to ratemaking—construction standards, building codes, municipal 
fire protection gradings, and engineering assistance in municipal water supply 
problems. Moreover, the board acts as a statistical agent for stock companies 
in the compilation of classified fire loss experience which in itself forms the basis 
for rate level adjustments carried out by individual rating bureaus. 

Existing State rating bureaus serve valuable purposes. They are indispensable 
and should be integrated into the national rating organization. In this manner, 
regional problems and necessities would receive the great weight which must 
be given them. Under the proposed arrangement, State rating bureaus would 
continue many of their present functions but would, under the direction of the 
national board, carry out the rating principles and procedures prescribed by that 
organization. 

In any jurisdiction where the law would not permit the national board to 
operate as a rating organization, the board would, of course, assume the status 
of an advisory organization. 

“Resolved, That the executive committee recommend to the member com- 
panies that they study and be prepared to vote to— 

“(a) enlarge the scope of this board’s services and activities by also func- 
tioning as a rating organization on fire and allied lines, with potential 
power for all jurisdictions nationwide : 

“(b) in connection with the foregoing, take steps to acquire the staff and 
assets of Inter-Regional Insurance Conference ; 

“And that the president be requested to call a special meeting of the members 
within 40 days to consider and vote on this proposal.” 


COMMENTS ON EXISTING SYSTEM OF FIRE INSURANCE RATEMAKING BY STATE RATING 
BUREAUS 


1. There are 7 separate and distinct rating bureaus in the East, 8 in the South, 
3 in the Pacific Territory, and 16 in the West. With certain exceptions, the fol- 
lowing comments apply to all these bureaus. 

2. Each bureau has created its own rate level adjustment principles and tech- 
niques. There are wide differences in these matters as between one bureau and 
another. As a result, we find the rating bureau in one State taking a position 
on an important point which is directly opposite to the position taken on the 
same point by the bureau in an adjoining State. Multiplied many times over 
for the many jurisdictions, this diversity in matters of fundamental principle 
reduces the effectiveness of the whole system of fire insurance ratemaking and 
is, therefore, harmful to the companies. This is one of the major reasons why 
needed rate adjustments are so difficult to obtain promptly. 

3. Traditionally, each rating bureau has devised its own forms and rules. 
These vary just as widely as do their basic principles for rate adjustment. As 
a result, there is a serious lack of uniformity in coverages which should be uni- 
form—for example, forms for habitational and mercantile risks whose char- 
acteristics are very similar nationwide. While some progress has been made 
in recent years toward more uniformity, we still have a multiplicity of forms 
presently in use for the same class of business. This imposes a terrific waste 
which should be eliminated. 

4. Rating bureau rules differ widely in important respects. As long as each 
bureau frames its own rules, then there is great inertia against more standard- 
ization or uniformity which would result in substantial savings to the business. 

5. Rating bureau committees are composed of company representatives who, 
in many instances, are not familiar with actuarial and rating principles, be- 
cause these men are engaged almost exclusively in production in a limited ter- 
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ritory, and view the needs of the business almost solely from that angle. Gon. 
sequently, committee decisions on important rating matters are often dictated 
more by consideration of local competition than by sound rating principles, 

6. Because of their unfamiliarity with rating principles, committees often 
place the conduct of experience reviews and determination of rate levels largely 
in the hands of rating managers. As a result, rating managers often have too 
much responsibility and freedom but without the benefit of competent company 
committee supervision. What premium income the companies will receive in 
the State depends in large measure on the manager’s know-how and individual] 
judgment. This is not a wholesome situation. 

7. Rating bureau managing committees spend a great deal of time and money 
in attending meetings. These meetings are costly, and multiplied many times 
over for the numerous rating bureaus throughout the country, involve a con- 
siderable item of exense. Much of the expense is needless because these com- 
mittees devote a considerable portion of their time and efforts to solving matters 
which have already been solved by national and regional committees or by other 
rating bureaus. Altogether, the system -onstitutes a serious economic waste 
that should be stopped. 

8. Under the system of maintaining all these numerous individual rating 
bureaus, chief executives who have the final responsibility for operating their 
companies successfully, and who must account for their operations, are given 
little opportunity to have a part in pricing fire insurance. In the nature of 
things, it is virtually impossible for them to keep abreast of what goes on in 
so many rating bureaus. If there were but one national organization prescribing 
rating principles and procedures, chief executives would naturally take a greater 
interest in this important phase of the business and be able to engage more deeply 
in it. 

These remarks are not intended to be critical of rating bureau managers or of 
company men who serve on rating bureau committees. These people are for 
the most part doing the best job they can under difficult circumstances. 

I proposed at the executive committee meeting the resolution and I will 
repeat it here. 

(a) enlarge the scope of this board’s services and activities by also 
functioning as a rating organization on fire and allied lines, with potential 
power for all jurisdictions nationwide ; 

(b) in connection with the foregoing, take steps to acquire the staff and 
assets of Inter-Regional Insurance Conference. 

Sir, I would make that as a motion, and in the process of making the motion I 
would also move that if there is a vote it be by roll call. 

Thank you very much. 

Mr. D. R. ACKERMAN. I would like to second that motion, if I may. 

Chairman Miniter. Gentlemen, you have heard the resolution. You have heard 
the motion. It has been duly seconded. The matter is now open for discussion. 

Mr. Rotanp H. LANGE (Hartford Fire) : I would like to have the opportunity, 
Mr. Chairman, of expressing the viewpoint of the Hartford Fire Group, and in 
so doing I would like to state our position as clearly as possible. We consider 
this subject an extremely important and serious one. We have given it a great 
deal of thought since its sudden presentation and we must state our position. 

We are opposed to the proposal. We do not know at this time what Hartford’s 
action will be if the proposal is adopted. We make this statement not in any 
other spirit than that of a factual, objective representation of our views after 
a great deal of study. 

I would like to say that we hope our company’s record is clear as to our 
support of orderly procedures and as to our historic position as an organization 
company. 

We do believe, however, that this process is not a one-way street and that for 
organizational work to succeed it must be based on the willingness of all members 
to give open-minded consideration to the views of one another. 

Now, having stated our position and the problem which may confront our 
company, I would like to speak briefly to the proposal itself and I present this 
to you in five major points. 

First of all, we believe the proposal is untimely. The proposal comes at a 
time when the Senate of the United States is planning an investigation of the 
property insurance business. Such Federal investigation immediately becomes a 
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threat to State supervision. It could be rationalized that the acceptance by the 
fire insurance industry of a national rating of its business isa recognition of a 
change in our philosophy so stoutly maintained in the past and which would 
also now permit argument for national regulation as against State regulation. 

Public Law 15 was enacted in the recognition that fire insurance in its opera- 
tions had a local characteristic, that rates are individual and dependent upon 
their location rather than being classifiable in groups nationally. 

Any proposal for the nationalizing of our fire rating automatically weakens 
the position of State regulation and proponents of the proposal must assume the 
responsibility of such a development. : : 

No. 2, the proposal is unnecessary. The establishment and efficient function- 
ing of the Inter-Regional Insurance Conference has provided a national advisory 
organization which has effectively coordinated the rating and procedural prac- 
tices of the various regional and State bureaus throughout the country. 

The regional and State rating and advisory bureaus provide practical local 
services to the fire industry which cannot be duplicated by a national body. 

The superimposing of a nationl organization upon these regional and State 
bureaus would serve no useful purpose not already being successfully accomp- 
lished by Inter-Regional under its present basis of operations. 

8. The proposal is undesirable. It would reduce the consideration which 
must necessarily be given to the peculiarities of different territories and loca- 
tion risks within those territories. It would place in too few hands the de- 
cisions and judgments of varying rating matters across the country. 

A national rating bureau would be required to accept applications for ad- 
mission of mutuals and reciprocals, since all of them would have to join in order 
to obtain service for even localized operations; there is the prospect of some 
3,000 mutual and reciprocal companies influencing the affairs of some 400 stock 
fire companies either on a membership or a subscribership basis. 

The record of fire business retained by stock companies under the present 
system of localized handling as against mutuals is indicative of the wisdom of 
so continuing, particularly with the improvements being brought about through 
the offices of Inter-Regional Insurance Conference. 

The nationalizing of fire rating would, in our opinion, play into the hands of 
the direct writers and specialty companies. 

4. The proposal is unsuitable. The National Borad of Fire Underwriters 
stated by the proposal has great prestige. It would be desired to use the na- 
tional board’s position to command “respect in all quarters.” 

The board’s position of esteem comes about because it is primarily a public 
service organiaztion. Its contributions to the public welfare through its ac- 
tivities in fire prevention, arson, standards, and public relations, are a means by 
which the stock fire industry can unite to provide certain beneficial services to 
the public. 

To add a controversial function, such as ratemaking, to its duties will at once 
deprive it of the beneficial influence it enjoys with both the public and the com- 
panies and may ultimately result in the degeneration of this splendid organiza- 
tion and the invaluable services which it presently renders. 

Conversely, rating bureaus must remain free from entanglements of other or- 
ganizational activities. Their responsibility to act as unbiased vehicles to 
regulatory bodies requires them to be exclusively rating organizations with no 
other adjunct to impair their effectiveness. 

Fifthly, the proposal is unpolitic. At this time, more than ever, there is a 
dire need for a spirit of cooperation and agreement among companies. This sub- 
ject of a national fire rating has been one of deep-seated controversy in our in- 
dustry over the years. Its sudden eruption at this time will serve little other 
than to cause division among our ranks. 

Without going into obvious details, the effect of possible dissension within 
industry organization could be far reaching on individual company operations 
and, in our opinion, most detrimental to the common good. 

The question we must ask is: Is the price of possible deterioration of in- 
dustry organization and cooperation worth the gains, if any, which might accrue 
from this proposal? 

We plead for statesmanship and a careful study of any proposal which may 
weaken us. 


The alternative is far too costly for any of us to willingly assume or be held 
responsible for. 
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In conclusion, it is our belief that standardization rather than nationalization 
is the important goal. Individuality, initiative, and some flexibility, all within 
an overall pattern or policy, possess incalculable benefits for our industry. 

Speed of accomplishment across the board is not at all times the cure. Inter. 
Regional Insurance Conference has made tremendous strides in these areas of 
coordination and national advisory relationships between the regional segments, 

We believe that with our rating machinery being presently improved as it is, 
and with the prospect of a proposed national fire rating organiaztion bringing 
about repercussions within the industry, the proposal is not in the best inter. 
ests of the industry. 

Chairman Miter. Thank you very much, Mr. Lange. 

Mr. J. Vicrork Herp (America Fore): Mr. Chairman and gentlemen, Mr. 
Black and I had a rehearsal of this at the January 30, 1958 executive commit- 
tee meeting, so I hope those of the members of the executive committee who are 
present will bear with me while I repeat some of the things that were said then. 

I think it is true that we are, in all branches of our business, suffering to a 
greater or lesser degree. I also think that many of us will agree that some of 
the problems confronting us today are the result of our own derelictions or our 
own actions, and I would hesitate to lay much of the adverse experience that some 
of us have been suffering at the doorstep of the system in pricing our product 
through the many rating organizations. 

It is our feeling that the weakness that might inhere in having these many 
organizations has also been our strength. 

In the past 3 or 4 years, some of us in an excess of zeal, conceived in a com- 
petitive spirit, overruled some of the more conservative elements in our rating 
organizations and imposed what we thought were streamlined procedures, To 
what extent the broadening of forms and the packaging of rates and the other 
streamlining that we have instituted, on the theory that the public was de. 
manding it, have contributed to our red ink, I suppose is not determinable even 
by actuarial yardstick. 

But I do feel, definitely, that if each of us today was earning premiums on 
the basis of the rates that are in existence right now through the various fire 
rating organizations, both as to fire and the allied classes that are rated or filed 
through them, that we would have much less red ink and probably might even 
be breaking even. 

So that there is some question in my mind as to the wisdom of equipping our- 
selves through any national organization to adjust rates upward or downward 
expeditiously, based upon the feelings of people here in New York. 

Considering the grassroots nature of the fire insurance business, dealing as it 
does with fixed property at fixed locations; where there are historical and 
traditional local differences based upon the character of the population, which 
also differs from area to area; where a well-constructed risk in the hands of 
an indifferent owner or tenant becomes a bad insurable risk and, whereas that 
same risk or a much poorer physical risk, in the hands of a good owner or tenant, 
becomes a very desirable risk from an insurance company viewpoint, there 
properly should be local reflections of such local differences in the fire insurance 
rating structure. While these observations are axiomatic and may be considered 
academic, I do believe that we have benefited from coast to coast for a hundred 
years by having in charge of our rating procedures locally people who were 
intimately acquainted with all the factors that went into the pricing of our 
product as sold in those respective areas. 

I would just like to pose a question: What would the present complexion 
of the national board be if the wide divergence of philosophy and the rating 
concepts which prevailed, say, 5 years ago, among member companies sitting here 
today had been voted down by a majority vote of the membership of the national 
board as an organization with property insurance rate influence on a national 
basis and such action had resulted in the establishment of a separate national 
rating organization such as did take place subsequently ? 

I think, in fact, I would not rule out that history would repeat itself, and if 
it did, I think it would be terribly unfortunate to threaten the foundation upon 
which the national board was built in the area of noncontroversial public 
service. 

It is to be admitted that many of the things, or some of the things that the 
national board performed in the way of engineering service, town fire defense 
rating, and so forth, are used as a basis, a factor, in ratemaking, but I have 
yet to see where the integrity of the national board has been challenged as to 
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: iv there those factors are concerned; and if the national board is 
ia abened spasmetibentel as a price-fixing instrument for stock companies, then 
7 anate we will be suspect in many of these other activities that heretofore 
-ontroversial. : 
a coc gpesentation as read by Mr. Black and which preceded the motion, some 
tional rating bureaus were cited as successful. Some of us who have been 
s king at red ink on the casualty side of our business have questioned the wis- 
on a remaining in a rating organization, even though it be national in scope, 
le by attrition, the membership is now “enjoying” approximately 80 — 
f the available business of that class. There are some important states where 
th t bureau—and I am referring to the national bureau—is rating 8, 9, 10, 11, 
or 12 percent of the available business of the class. I don’t think that should be 
int ; being successful. 
von the canes believe that the stock companies, through war, through 
depression, through panie, through conflagration, despite the inroads of direct 
writers, despite the facility with which our competitors can rate their business, 
have managed to retain and service something in the neighborhood of 80-plus 
percent of the available business of this kind, and I don’t think that this reten- 
jon is acci tal. 7 
pate eeroem that it would be a major mistake, not only from the standpoint 
of the national board but also from the standpoint of our pricing our product 
and retaining our position in the fire and allied insurance tields, to add to the 
national board any ee of countrywide direction in the making of our 
insurance and allied line rates. 
aaetien Mitter. Thank you very much, Mr. Herd. Any other member 

i omment? 
wir. LESTER S. Harvey (New Hampshire). Mr. Chairman, I feel that we are 
perhaps discussing two questions here. In talking with many members of the 
national board, it seems to me that some are against a national rating association. 
Others are in favor of a national rating association, but not that that rating 

iation be the national board. 
“lam to be repetitious, so I am going to speak to the last portion, and that 
is that the national board not be named or made a rating association for fire 
business in this country. : 

It has been said by three speakers that the national board enjoys great prestige 
and it certainly does. You only have to go upstairs in the offices and see the 
awards that have been made to the national board in times of war and peace. 
They have been praised throughout the country and in other parts of the world. 

Did anyone outside the insurance business ever hear any rating association 
being praised? I never did. I am very much afraid that once we get into the 
rating business of this country the prestige that we have worked so hard for 
over 90 years to build up and spent thousands and thousands of dollars doing 
public relations work will be lost. 

I have a paper on my desk which says that if you want to kill anything refer 
it to a committee. I don’t think that’s true in the national board. I hesitate 
to bring it up, but because there are two subjects here that I think are distinct, 
whether we want a rating association, a national rating association, as one, 
and the national board to be it, as another, I would hope that this matter might 
be referred to a committee for further study. 

This did come as a surprise to us in January, and I am sure that there are 
many members here who were unaware of it until they got this letter. 

I think Mr. Lange used the words that speed of accomplishment sometimes 


hurts, or something to that effect, and I certainly think that we should make 
haste very slowly. 


Thank you. 

Chairman MILter. Thank you, Mr. Harvey. 

I might say, if you will permit me at this time, I hope you will not give any 
consideration to referring this matter to a committee. This is a special meet- 
ing called for a special purpose. We either vote for this resolution or we vote 
against it. If the resolution is lost, that disposes of the subject. If the reso- 
lution carries, bear in mind that it embodies a change in the constitution on 
which the members will have to meet again and change the constitution, and 


I think at that time, or previous to that time, a great deal of research, a great 


deal of study, will have to be made, because, at that time, we will then answer 
all of these questions. 
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But this morning we are called upon to answer two questions, and that is, 
the national board functioning as a rating organization. It doesn’t say, as ] 
see it, statewide, or countrywide, or citywide; it is a rating organization, 

Now, what you do from then on is the prerogative of the membership, and 
the merging of the Inter-Regional Insurance Conference is the second part of 
the resolution. 

So I hope, gentlemen, that you will keep that in mind, that that is the purpose 
of this meeting, to decide this question. 

Mr. Harvey. Mr. Chairman, I hate to correct you but the resolution reads 
“nationwide.” 

Chairman Mritter. Iamsorry. All right, excuse me. 

Any other member wish to speak on the subject? 

Mr. CHARLEs P. Jervey (Travelers Indemnity). I would like to hear comments 
on one or two points. It has been discussed quite a bit already, I think, and some 
of you may have realized this before. It has been brought up that the national 
bureau and the associations in the casualty field have separate functions, of 
course, with rating in one organization and legislative in another. 

I would be glad to hear some comment as to what the members think of the 
advisability of having both legislative and rating in one organization. 

I would also like to hear comment as to the situation as to mutuals and stock 
as already mentioned in two or three quarters. ‘ 

In other words, I take it that the national board, if it becomes a rating organ. 
ization, would have to admit mutuals, possibly as members, but certainly ag 
subscribers. 

I would be glad to have comments on those two points, and may I ask you one 
question? DoI understand from your ruling a moment ago that if the resolution 
is lost, as to the national board’s becoming a nationwide rating organization, it 
would not be proper at this meeting for another resolution to come forth moving 
that there be a nationwide rating organization but not the national board? I take 
it that would be out of order? 

Chairman Miter. I think so, yes. Any member wish to attempt to answer 
Mr. Jervey’s $64 question? 

Gentlemen, we have one or two letters on the subject, which I will ask Mr. 
Vincent to read to you. 

Mr. L. A. VINceNtT. Mr. Chairman and gentlemen: There were three members 
who could not be present who wrote. One is Mr. North, president of the Phoenix 
of Hartford: 

“As I shall be en route to the Pacific coast on March 4, I cannot attend this 
membership meeting in person. I shall, however, ask Vice President Martin or 
one of our other vice presidents to attend in my stead. 

“For whatever it is worth, I should like to voice my approval of the resolution 
to enlarge the scope of the board’s services and activities by functioning as a 
rating organization. I have felt for a long time that we were perilously close to 
one anyway in our grading of cities and towns and furnishing data through our 
actuarial service to the various rating organizations. While the machinery of 
inspecting, rating, stamping, etc., can probably best be exercised at the local 
level, matters pertaining to general policy should be determined at a central point 
where chief executives could be consulted and a degree of uniformity might then 
prevail which would be advantagecus to the business. 

“There are, of course, other reasons which would make it desirable to follow 
this procedure, but there is one question which is bound to come up. Can a 
company belong to two rating organizations rating the same class of business 
in the same territory? The law prohibits this in most States and the only 
solution to it that appears on the surface would be to make all the fire rating 
organizations adjuncts of the national board so that, for all legal purposes, one 
rating organization only would exist for these classes.” 

The other letter, and I am reading them in the order of receipt, Mr. Chairman. 
is from Mr. Heacock, president of the Pacific Insurance Co. of New York. 

“Unfortunately, I am going to be out of the country on March 4 when the 
national board has what I consider to be an extremely important meeting. 

“J share the opinion that we should have a national rating organization for 
fire and allied lines, but I have very strong misgivings concerning the wisdom of 
making the national board a rating organization. The board has come to be a 
very worthwhile trade association, performing a great many services in the 
publie interest. This, of course, reacts to the benefit of the insurance industry. I 
have hoped that it might be expanded to become a trade association for all 
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pranches of the insurance industry and materially increase the services in ac- 
cident prevention, etc. 

“J don’t believe it is practical for a rating organization to perform all of these 
other services. Furthermore, we cannot get industrywide agreement on rate- 
making. A great many companies will decide to deviate on rates or forms in 
certain jurisdictions, and will be subscribers rather than members. I feel that 
the national board is sure to lose membership if it becomes a rating organization, 
and with less comprehensive support I am afraid the services will be gradually 
discontinued. 

“At best, it seems to me to be a risky step to take, and I feel an uncertain one.” 

The third letter is from Mr. Otto, president of the Western Casualty and 
Surety Co. and the Western Fire Insurance Co., of Fort Scott, Kans. 

Mr. Otto advised they are having a stockholders’ meeting of their company 
today and for that reason he cannot be here. They have written twice, once 
asking for a copy of the resolution, which went out in that same mail. 

“Shortly after we wrote you, we read in the Wall Street Journal a news release 
containing somewhat more complete information than was contained in the 
meeting notice. Our original purpose in writing you was that we felt there must 
have been sufficient favorable discussion in the executive committee to warrant 
the calling of a special meeting for the purpose of voting. 

“You asked if we wish our questions brought before the meeting. Actually, we 
are not going to specifically request that you do so. If is inconceivable to us that 
the questions which we raised in our letter would not also be raised by those 
of the members who are able to be present in person. 

“Jt occurs to us that great care should be taken to predetermine that economies 
and efficiencies would actually result and, further, we feel that some weight 
should be given to the question of whether a national rating organization would 
have more difficulty in dealing with the individual insurance departments than 
a bureau at State level. These are questions which would not necessarily arise 
if we were discussing strictly an advisory organization rather than a rating 
organization as such. 

Chairman MILLER. Thank you, Mr. Vincent. 

Is there any other member who wishes to comment? 

Mr. Wit11AM BE. NewcoMs (Great American). I would like to comment upon 
two points in connection with this subject : 

First, it is inherent in any plan devised to make the national board a rating 
organization that local bureaus shall operate as divisions of the national board 
in rating matters and the so-called grassroots aspects of such business preserved. 

Secondly, as to the possibility of any investigation of our business by Federal 
authorities, I would point out that Inter-Regional now represents a concentration 
of the industry in rating matters and the mere transfer of its rating functions to 
the national board would effect no change in the position of the board member- 
ship. 

The industry will find itself in no different position with the national board 
operating as a rating organization than it is in now. 

Chairman MILLER. Thank you, Mr. Newcomb. 

Are there any other comments? 

Mr. JErvEy. Mr. Chairman, I had hoped very strongly that we might have some 
approach to the countrywide rating system. I hoped that we might have some- 
thing, for example, possibly the equivalent of the Western Actuarial Bureau in 
its 18 States, so that countrywide there might be a central organization which 
might, in some fashion, coordinate at least to that extent. 

I have some misgivings about the national board as such. I had expected, 
frankly, when this proposal was first made, that it would be made for Inter- 
Regional rather than national board. 

I have no particular care which one, as far as my personal feelings are con- 
cerned, but it is evident that a number of people feel that the national board 
should not be that vehicle. 

I would rather vote for the national board as the vehicle than to lose the 
principle entirely, but I feel somewhat unhappy ; mind you, I am not challenging 
your ruling, you understand that, of course, sir, but I feel unhappy that the 
meeting can act only on one resolution and cannot in any way discuss the addi- 
tional features. 

Chairman MILLER. Any other member wish to comment? 


Are you ready to 
vote? 
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Mr. Ovar Norpene (Aetna Casualty & Surety). Mr. Chairman, Mr. Jervey 
touched on the point that occurs to me, and that is this: The national board, as 
a national rating organization, would undoubtedly be exposed to possible dilutioy 
of its activity as a public relations institution by the fact that, as a rating organ. 
ization, it would expose itself to membership by mutuals and other stock com. 
panies who have everything to gain and nothing to lose by becoming identified 
with the National Board of Fire Underwriters. 

Now that phase of it bothers me considerably. Then there is also the fact 
that the national board, for years, has been purely a stock company organiza. 
tion and has been a means whereby standards of various kinds have been 
developed. Those standards have been used pretty much countrywide, generally 
in our rating approach. : 

It seems to me that if the national board becomes the rating organization, as 
time goes on, it could very conceivably be accused of evolving standards for the 
pure benefit of the fire insurance industry, rather than as a public relations 
institution, and that phase of it bothers me a whole lot, and that phase of it 
alone, I think, is worthy of considerable study before we vote on the question 
of making the national board a rating organization. 

If the question is purely on the basis, today, of voting that the national board 
be made a rating organization, I shall be obliged to vote in the negative. 

Chairman Minter. Thank you, Mr. Nordeng. 

Any other member wish to express himself? 

If not, gentlemen, we will call for the vote. Mr. Secretary, will you please 
call the roll? 

I might call your attention to the fact that each group of companies js 
entitled to one vote, and that the majority rule is in order. 

(The Secretary then called the roll, and a roll call vote was then taken.) 

Mr. Cyri 8S. Hart (Boston). The Boston Insurance Group is in favor of a 
national fire rating organization, but we do not feel that such a rating organiza- 
tion should be a part of the National Board of Fire Underwriters; therefore, we 
must vote “no” on the proposed resolution. 

Mr. G. D. Meap (Glens Falls). On the two proposals submitted at this meet- 
ing our company endorses the principle of a national rating organization but we 
do question the advisability of the national board’s functioning as such a rating 
organization. No opportunity was presented to explore this issue and conse 
quently our “no” vote on the proposals. 

Mr. JervEy. Vote “yes” but with the understanding that the reason for the 
affirmative vote is because there is no other way open today for registering 
approval of the nationwide rating approach. 

Mr. Lanae. Mr. Chairman, I would like to have a point clarified. Did I 
understand the chairman to state that the membership could only vote on the 
resolution that was before it? 

Chairman MILter. That is right, Mr. Lange, and nothing else. 

Mr. LANGE. In other words, the question I have in my mind is that an amended 
resolution germane to this subject could not be voted upon? 

Chairman Miter. I would say not. This is a called meeting for the purpose 
of voting on the question which was submitted in writing. 

Do you have the result of the vote, Mr. Secretary? 

Secretary SAMMONS. In favor, 43; against, 17; 9 not voting. 

Chairman Mier. Gentlemen, in view of that tabulation, I declare the motion 
as having carried. Inasmuch as this is a special meeting called for a specific 
purpose, there is no new business or unfinished business. I would like to ask 
the members to keep the deliberations of this meeting and the result of the vote 
confidential. I realize that that is like asking for the Manhattan Bridge, but 
nevertheless we would like that done, and if publicity is to be given, it will be 
given through regular national board channels. 

Gentlemen, the meeting is adjourned. 

(Whereupon, at 12 :05 o’clock, the meeting adjourned. ) 


F. ELMER SAMMONS, 
Secretary. 
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Marcu 7, 1958. 

.1. A. RosenBavo, Jr., 
eee Rosenbaum, Inc., 
Meridian, Miss. 

Dear Mz. RosensauM: I have your letter of March 3. I did not state that 
the rating law for the District of Columbia was “identical with that of the 
State of Mississippi.” The statement I made there was after counsel for two 
other interests had tried to paint a picture that the State of Mississippi's 
rating law was too rigid—too confining. From that these speakers were at- 

to persuade the committee that the State of Mississippi was exposed 
to attack by Senator O’Mahoney (O'Mahoney is merely a member of the sub- 
committee; he is not its chairman). I observed, in reply to these gentlemen, 
that the District of Columbia’s rating law went even further—it compelled 
membership not just of stock companies but of all companies, and that this law 
nad been passed by the Congress of the United States. : 

As to the inquiry in your second sentence, North Carolina requires all stock 
companies and all others to be members of their bureau and, incidentally, 
Senator Bailey, the author of the original version of the McCarran Act, came 
from North Carolina. : 

You, of course, know that the State of Louisiana requires that all stock fire 
insurance companies shall belong to the bureau there. 

I have not bothered to check the question of appeal which is also included 
in your letter, but I do remember that the appellate court in the District of 
Columbia held that the companies had no right to appeal from a decision of the 
insurance commissioner made without a hearing on the ground that no hearing 
had been afforded. 

Yours very truly, 


J. RAYMOND Berry, General Counsel. 


CuIcaao, It1., March 7, 1958. 
Hon. C. LAWRENCE LEGGETT, 


Superintendent of Insurance, Jefferson State Office Building, 
Jefferson City, Miss.: 


We are very much in sympathy with program to be discussed with you by 
Mr. Berry of the national board and the American Mutual Alliance on March 12. 
Due to New Orleans workshop meeting it is impossible for representatives of our 
staff to be present at the meeting. 


VESTAL LEMMON, 
General Manager, National Association of Independent Insurers. 


MENDES & Mount, 


New York, N.Y., March 7, 1958. 
Our file: No. 107,862. 


J. RAYMOND Berry, Esq., 


National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. Berry: With further reference to our telephone conversation of 
this morning wherein I advised you that Lloyd’s Underwriters had raised a 
number of points with respect to the “nuclear clause,” I am attaching hereto 
the following documents: 

(1) Copies of a letter under date of February 19 from Michael J. Rogers, 
executive chairman of Lloyd’s Underwriters’ Fire & Nonmarine Association, to 
Luke D. Lynch. 

(2) Extract of letter under date of March 3 from John Lewis, chairman of 
Lloyd’s Underwriters’ Fire & Nonmarine Association Subcommittee on Atomic 
Energy Insurance Risks (U.S.A.). 

I would appreciate an opportunity to discuss with you and with Mr. Johnson, 
if you deem this necessary, the points raised by Messrs. Rogers and Lewis. 

Faithfully yours, 


Luxe D. Lyncu. 


47932—-60— pt. 721 
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Lioyp’s UNDERWRITERS’ FIRE & NONMARINE ASSOCIATION, 
London E£. C. 3, February 19, 1958. 
Nuclear exclusion clause for fire policies. 
LUKE D. LyNou, Esq., 
Messrs. Mendes & Mount, 
New York, N.Y. 


Deak Mr. Lynon: Many thanks for your cable of February 18 about the 
exclusion clause for fire policies approved by the executive committee of the 
National Board of Fire Underwriters and the F.I.A. exclusion clause. yy 
Lewis very much hopes that his subcommittee will have an opportunity to 
comment on the clause in due course. 

Speaking entirely for myself, I have had some difficulty in understanding the 
latter part of the clause, which seems to conflict with the earlier part. The 
clause as it was handed to me is as follows and I have underlined the part 
I do not understand : 

The word “fire” in this policy or endorsements attached hereto is not intendeg 
to and does not embrace nuclear reaction or nuclear radiation or radioactive 
contamination, all whether controlled or uncontrolled, and loss by nuclear reae. 
tion or nuclear radiation or radioactive contamination is not intended to be ang 
is not insured against by this policy or said endorsements, whether such loss be 
direct or indirect, proximate or remote, or be in whole or in part caused by 
eontributed to, or aggravated by “fire” or any other perils insured against by 
this policy or said endorsements; however, subject to the foregoing and all pro- 
visions of this policy, direct loss by “fire” resulting from nuclear reaction or 
nuclear radiation or radioactive contamination is insured against by this policy. 

As you know, we consulted Mr. Montague Berryman, Q.C., on this question 
of radioactive contamination in relation to an ordinary fire policy, and a copy of 
his opinion is given in the appendix to the British Insurance (Atomic Energy) 
Advisory Committee’s Report of April 1957. The broad effect of his advice was 
that if a reactor incident happened which involved something which could be 
described as “fire,” and radioactive contamination of neighboring properties 
occurred, the radioactive contamination might well be held to be a direct logs 
by “fire.” 

If the American reasoning is similar—as the earlier part of the exclusion 
clause set out above would seem to indicate—the provision that “direct loss by 
fire’ resulting from nuclear reaction * * * is insured against by this policy” 
would appear to my puzzled mind to give the very cover which the clause is 
designed to exclude. 

I quite appreciate that the words italicized above are expressed to be “subject 
to the foregoing” but I still do not at the moment understand them. To put it 
in another way, is there not a danger that the clause covers radioactive con- 
tamination, seeing that radioactive contamination would in many circumstances 
be “direct loss by ‘fire’ resulting from nuclear reaction”? ‘These are only my 
own personal views, but you can imagine that I am particularly interested in 
the clause because of all the discussions we have had on this problem in the 
advisory committe. If you feel there is anything to be gained by your asking 
a few questions on this point, please do so. If, on the other hand, you can point 
out to me something vital which I have overlooked, I shall be delighted to hear it. 

Yours sincerely, 
MICHAEL J. RoGERs. 


LiLoypD’s UNDERWRITERS’ FIRE & NONMARINE ASSOCIATION, 
London, March 8, 1958. 
Re atomic energy, U.S.A. 
LUKE D. Lyncnu, Esq., 
Messrs. Mendes & Mount, 
New York, N.Y. 

Dear Mr. Lynco: (A) * * *. 

(B) Now may I turn to the proposed endorsement for fire policies. We have 
studied your letter to Mr. Rogers of February 21 and a letter to Mr. Beckwith 
of January 31 and the approved clause from the subcommittee of laws com- 
mittee with great interest. Our general impression from the papers we have 
had before us is that this is a most welcome approach to the problem if it turns 
out to be as good as it looks. There are, however, some points upon which we 
would appreciate elucidation in addition to the pertinent questions raised by 
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Mr. Rogers in his letter of February 19, 1958, in which he raises a very funda- 
mental question arising from the many discussions that have taken place in this 
country. Our further questions might be summarized as follows: 

1. My committee wonders why, in the first line of the clause, the word “ex- 
plosion” has not been specifically used so that the clause would open as follows: 
“The words ‘fire’ and ‘explosion’ in this policy or endorsements attached hereto.” 

Perhaps by implication the point is covered but it seems to us to be of such 
vital importance that it would have been better to mention the word specifically. 

9. In the letter to Mr. Beckwith in the second paragraph the following phrase 
appears: “that nuclear coverage is not provided by the standard fire policies 
whether already outstanding or newly issued.” ; 

This approach appeals to us very much indeed. Could you, however, throw 
more light on the proposed ways and means to render this interpretive provision 
effective and binding on both sides particularly as regards policies in force. 

8. In view of the fact that the clause is intentionally rather in the nature of 
a “notice” or of an “interpretation” will the clause as finally approved contain 
some introductory words such as “as and from , date the following is 
effective” or any words to indicate the moment from which the clause is pre 
sumed to be effective? 

These are only general comments and queries which I submit so that we may 
understand more properly what is in the minds of the American companies in 
connection with a program that seems to us, so far as we have seen it, to be full 
of promise. Some questions may require answering later with regard to some 
parallel action on our part in this market with regard to direct fire and inland 
marine business. I doubt if we could use a clause which was only a “notice” or an 
“interpretation.” You may yourself have some thought on this angle which 
you could pass on to me. 

Yours faithfully, 


JOHN LEWIS. 


MEYER & ROSENBAUM, INC., 
Meridian, Miss., March 10, 1958. 
Mr. J. RAYMOND BERRY, 


General Counsel, 
National Board of Fire Underwriters, 
New York, N.Y. 


Deak Mr. Berry: Thank you very much for your letter of March 7. It goes 
a long way toward relieving my concern in connection with the current 
Senate investigation and the Mississippi State Rating Bureau. 

My big question of concern is that there is no appeal from the Mississippi 
State Rating Bureau by stock companies or other subscribers directly to the 
Mississippi Insurance Commission and my question is whether or not that, 
in your opinion, poses a threat to our bureau law and rating structure. 

I thank you very much for your prompt reply to my letter and hope that I 
will See you soon. 

Sincerely, 
MeYeR & ROSENBAUM, ING., 
I. A. ROSENBAUM, Jr. 


AMERICA FORE INSURANCE GROUP, 
New York, N.Y., March 11, 1958. 
Re committee on nuclear clause, Inter-Regional Insurance Conference. 
Mr, RAYMOND BERRY, 


General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. Berry: Under date of March 10 I had delivered to you by hand copy 
of a memorandum prepared by Inter-Regional under date of March 7, 1958, set- 
ting forth recommended wording for the following clauses: 

I. Nuclear exclusion clause. 

II. Mandatory nuclear exclusion clause. 
III. War risk exclusion clause. 
IV. Nuclear assumption endorsement. 

In my haste to get this information to you, I did not take the time to write the 
usual letter of transmittal, and I am submitting this letter in lieu thereof. 
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Would you please review these several clauses and let me have your comments 
as to whether or not they are acceptable to the overall program. 

We plan to further review the optional peril policy, the explosion policy and 
any others in due course and will prepare the required exclusion submitting it 
to you in a similar manner for review. 

Thanking you for your cooperation, I am 

Yours very truly, 
WILLiAM H. Berry, Vice President. 


New York, March 12, 1959, 


From: The National Board of Fire Underwriters, Committee on Laws. 
For Mr. J. G. McKenzie. 


Nuclear clause, proposed bill. 


Hon. WALTER H. JONES, 
Hackensack, NJ. 


Dear WALTER: This legislation is designed to make it clear— 

1. That the standard fire policy never was intended to cover nuclear 
perils, 

2. That insurers are authorized to attach a statement or include in the 
policy a statement that the policy does not cover such a peril, and 

3. That nothing in the foregoing is to be construed as prohibiting assump 
tion endorsements. 

The bill is declaratory. It does not limit, detract, or derogate from existing 
coverage. It merely permits an insurer to attach to or include in the fire policy 
a statement which clarifies the policy with respect to the coverage afforded 
therein. 

In other words, the purposes to be achieved by the bill are— 

1. To make it clear to holders of standard fire policies (or any permissible 
variation thereof) that the nuclear perils enumerated are not embraced 
within the term “fire” and are not covered under such policy. 

2. To make it clear that coverage against nuclear perils may be obtained 
and that the insurer may specifically provide such coverage by endorse 
ment to the standard policy. 

This legislation is noncontroversial. The bill is a uniform bill which is 
supported by all branches of the insurance industry and has been approved by 
the National Association of Insurance Commissioners, at their winter meeting 
in December 1958 in New Orleans. I know I voice the views of all in the 
property insurance business when I urge you to support this bill and to assist 
in its enactment. We believe it is in the public interest that there be no doubt 
as to the coverage afforded under the statutory contract. 

Yours very truly, 


J. RAYMOND Berry, General Counsel. 


Marcu 17, 1958. 
Atomic energy, nuclear clause. 
Mr. VESTAL LEMMON, 


General Manager, National Association of Independent Insurers, 
Chicago, Iil. 


Dear VEsTAL: Ambrose Kelly (Associated Factory Mutual Fire Insurance Co.), 
Clyde Graves (Mutual Insurance Advisory Association), and I met with Com- 
missioners Leggett and Bennett in connection with the above. It was most 
helpful to be able to say that our position was also the position of the inde 
pendents and reciprocals, so that the commissioners understood that they had 
the views of the whole business in front of them. Commissioner Leggett had 
his Deputy Owen and Commissioner Bennett had his Deputy Orbaugh present 
at the meeting. 

After protracted discussion, the matter was left in this posture: 

(1) That Ambrose Kelly and I would furnish the commissioners with 
supporting opinion of physicists that nuclear reaction, et cetera, is not fire; 
(2) That we would furnish the commissioners with copies of the Price 
Anderson bill (which is the bill that provides for Government indemnity). 

With that material before them, the commissioners would draft a joint letter 

as chairman of the respective NAIC committees which letter would go to Com- 
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missioner Navarre, who would then be in a position to write each insurance 
department enclosing a copy of the recommendation from his two chairmen. 
I will keep you advised of future developments. 
Best regards. 
Very truly yours, 
J. RAYMOND BERRY, General Counsel. 


Marcu 18, 1958. 
Mr. I. A. RosENBAUM, Jr., 
Meyer & Rosenbaum, Inc. 
Meridian, Miss. 

Dear Mr. RosensAUM: Pressure of other matters has prevented me from 
checking the Mississippi law with reference to appeals, but my guess is that even 
if the law is as you indicate—there will be other matters which will be far more 
important from the standpoint of any investigating committee than would be the 
appeal point which you refer to. 

Very truly yours, 
J. RAYMOND Berry, General Counsel. 


Marcu 18, 1958. 
Your file 107-862. 
Mr. LUKE LYNCH, 
Mendes & Mount, 
New York, N.Y. 

Dear Mr. LyNcnu: This is in reply to your letter of March 7 in connection with 
the above. I sent copies of the letters which you enclosed on to my chairman, 
Mr. H. Clay Johnson. I enclose a copy of his letter of reply to me dated March 
13. 

I subscribe to Mr. Johnson’s views. If you still wish to discuss this matter, I 
am confident that a meeting can be arranged. 

Very truly yours, 
J. RAYMOND BErryY, General Counsel. 


Royat-GLoBe INSURANCE GROUP, 
New York, N.Y., March 13, 1958. 
Nuclear exclusion clause for fire policies. 
Mr. J. RAYMOND Berry, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


DeaR Mr. Berry: You have handed me copies of the letters addressed by 
Messrs. Rogers and Lewis of the Lloyd’s Association to Mr. Lynch of Mendes & 
Mount under the dates of February 19 and March 3 regarding our proposed 
nuclear exclusion clause for fire policies. 

As regards Mr. Rogers’ letter, I am surprised that he fails to understand the 
final part of our clause which (as we know) was intended to reassume coverage 
for ensuing fire without in any sense reassuming coverage of radioactive con- 
tamination, etc. Our purpose seems to have eluded him entirely and I would 
suggest that Mr. Lynch first acquaint him with that. Mr. Rogers’ other point 
Seems to concern the ineffectuality of our phrase “subject to the foregoing.” 
This, as you know, received considerable attention in our committee discussions 
and we were unanimous in feeling that this clause adequately protected us 
against any reassumption of radioactive contamination, etc., regardless of how 
it results (i.e., whether from a conventional fire or from a “nuclear fire’). 
Therefore, I assume it will be sufficient for Mr. Lynch to acquaint him with our 
reasoning and our conclusion in this respect and let it go at that. 

As to Mr. Lewis’ letter, I would answer his questions as follows (seriatim) : 

1. The word “explosion” was not mentioned in our clause since it was designed 
for primary application to the fire policy and since all fire policies do not neces- 
sarily have attached to them the extended coverage endorsement or other ex- 
plosion endorsements. Admittedly, our clause does refer to endorsements” at- 
tached to the policy but this was merely for the purpose of making sure that 
the exclusion applied equally to various “forms,” etc., which reiterate fire cover- 
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age and only incidentally was the language couched in broad enough 


ter 
exclude also coverage under additional peril endorsements such as BCE. ‘ 


thought our letter to Mr. Beckwith (of which Lloyd’s apparently received ¢ 


copy) made it abundantly clear that interregional was expected to develo 
rate clauses for insertion in ECE and other ancillary endorsements and Police 
forms which would specifically exclude any coverage for radioactive contaming. 
tion, ete. (interregional has already appointed a committee for this Purpose 
which is presently in the course of preparing the necessary clauses). 

2. The “ways and means” of implementing our interpretive approach were not 
specifically set forth either in our letter to Mr. Beckwith or elsewhere since we 
did not believe it necessary or advisable to do so. However, the program was 
explained to Mr. Lynch and I believe he understands its implications well enough 
to answer Mr. Lewis’ question on his own. 

3. This question seems to imply that the clause will be physically attache to 
outstanding policies which is not the case (we are merely hoping to establish 
by our interpretive approach a recognized meaning which will automatically ex. 
tend to outstanding policies without physical attachment of the clause), Obvi- 
ously, the interpretive approach prescinds the use of any “effective date” which 
ae be quite inconsistent with our position that the coverage never existeg 
at all. 

The next to the last sentence in Mr. Lewis’ letter is disturbing where it ex. 
presses doubt that Lloyd’s could use a clause which was only a “notice” or an 
“{nterpretation.” As explained in my letter to Mr. Lynch, we would fully ex. 
pect Lloyd’s to revise their reinsurance exclusion clause so as to incorporate by 
reference the clause which we adopt here and thereby to follow our fortunes 
with respect thereto. Anything short of this would leave a gap in reinsurance 
coverage quite unacceptable to American ceding companies. 

Unless you have any different thoughts, I would have no objection to your 
sending a copy of this letter to Mr. Lynch for his guidance in replying to Messrs 
Rogers and Lewis. 

Yours very truly, 


P Sepa- 


H. CLay JOHNSON, 
Deputy United States Manager. 


Marcu 19, 1958. 
Committee on Nuclear Clause. 
Mr. WILLIAM H. Berry, 
Vice President, American Fore Loyalty Group, 
New York, N.Y. 


Dear Mr. Berry: I have your letter of March 11. I have read over the nuclear 
clauses which you handed to me and would like to discuss them with you at 
your convenience. I have not finished my thinking but, at the present time, I am 
not sure your language completely licks the problem raised by the “substitution 
of terms” clause in the extended coverage endorsement. 

As to the nuclear assumption endorsement, it seems to be assuming some 
nuclear peril but you make that assumption subject to the policy terms and 
endorsements thereon, and the policy terms and endorsements will almost cer- 
tainly have a general nuclear exclusion. This sounds like contradiction to me. 

Let me know when you are ready to talk about this. 

Very truly yours, 
J. RAYMOND Berry, General Counsel. 


INSURANCE DEPARTMENT OF IowA, 
Des Moines, March 19, 1958. 
Ottver P. BENNETT, 
Commissioner. 
Hon. JosepH A. NAVARRE, 
President, National Assoication of Insurance Commissioners, 
State House, Lansing, Mich. 


DEAR COMMISSIONER NAVARRE: The first insurance companies are planning to 
submit endorsements for the approval of the several States to be attached to fire 
policies and specially providing that loss arising from nuclear reaction shall not 
be considered as a covered peril, except for loss directly resulting from an en 
suing fire. 
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pursuant to your suggestion, we have had a meeting with representatives of 
industry to discuss related problems. Probably the most important of these is 
whether or not “nuclear reaction” is a “fire” within the meaning and contempla- 
tion of fire polices. . f 

We find, from our investigation, that scientists do not classify nuclear energy 
reactions as fire within the generally accepted understanding of this word. Al- 
though intense heat is generated, there is no flame or smoke involved. As pointed 
out by D. F. Hayes, Chief of the Safety and Fire Protection Branch of the U.S. 
Atomic Energy Commission, as normally thought of is basically a chemical 
reaction, while nuclear fission involves a nuclear reaction. In all chemical 
reactions, the individual atoms are rearranged but not destroyed and, in nuclear 
fission, the uranium will be literally destroyed but not rearranged.” Although 
we are of the opinion that there is no popular belief or understanding that the 
heat arising from nuclear reaction results from a fire within the normal concept 
of this word, yet there is terminology used in connection with “nuclear energy 
reactors” which might result in misunderstanding; for example, a nuclear re- 
actor is sometimes referred to as a furnace whereas the uranium or other fission- 
able material used is referred to as fuel and the residue as ash. Consequently, 
the purpose of such an endorsement would be for clarification and information 
and not for the purpose of limiting or amending the present coverages of fire 

licies. 

F preset fire forms, and the rate structure supporting them, do no contemplate 
that direct loss from nuclear energy reactions be an included peril, although, of 
course, direct loss from an ensuing fire would be covered under the terms of the 
policy as well as under the terms of such an endorsement. 

Our inquiry indicates that it would be impracticable for an insurer to cover 
the catastrophic losses to which it might be exposed as the result of a single 
nuclear energy incident. It is, therefore, desirable that there be a complete 
understanding by policyholders that such perils are not included under the terms 
of a fire policy. 

There is already substantial protection afforded to those who might suffer 
such losses, through liability policies which the operators of nuclear energy 
reactors are required to carry. Casualty companies are providing $60 million 
policy limits through a pooling arrangement and the Price-Anderson Act of the 
Federal Congress supplements this with a $500 million appropriation. 

For the reasons stated, we feel it to be in the interest of all concerned that 
there be a complete understanding concerning the coverages of the fire policy 
with relation to this matter and we, therefore, recommend the uniform accept- 
ance of such endorsements by the several commissioners. 

Respectfully submitted. 

LAWRENCE LEGGETT, 
Chairman, Fire Committee, NAIC. 
OLIVER P, BENNETT, 
Chairman, Rates and Rating Organization Committee, NAIC. 


“NUCLEAR CLAUSE 


“The word ‘fire’ in this policy or endorsements attached hereto is not intended 
to and does not embrace nuclear reaction or nuclear radiation or radioactive 
contamination, all whether controlled or uncontrolled, and loss by nuclear re- 
action or nuclear radiation or radioactive contamination is not intended to be 
and is not insured against by this policy or said endorsements, whether such 
loss be direct or indirect, proximate or remote, or be in whole or in part caused 
by, contributed to, or aggravated by ‘fire’ or any other perils insured against 
by this policy or said endorsement; however, subject to the foregoing and all 
provisions of this policy, direct loss by ‘fire’ resulting from nuclear reaction or 
nuclear radiation or radioactive contamination is insured against by this policy.” 

Draft of subcommittee of laws committee, January 29, 1958. 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
Boarp or Fire UNDERWRITERS HELD IN THE BoArD Room at 85 JOHN STREET, 
New York, on Marcu 19, 1958, ar 11 a.m. 


Present: Messrs. H. Clay Johnson (chairman), Millard Bartels, Philip 8. 
Brown, J. F. Deegan (representing E. H. Forkel), Nicholas Dekker, John H. 
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Dillard (representing James F. Crafts), Frank F. Dorsey, Hugh Garland ( 
resenting J. R. Berry), Charles A. Loughin, William MacLean, Olaf Nord 
D. E. Reutershan (representing George D. Mead), Addison Roberts, Francis 
Van Orman, R. W. Viering (representing John A. North) and W. A. Wickham 
(representing Paul E. Laymon). 

There were also present: Messrs. E. S. Coons, counsel, Commercial Union. 
Ocean group; William H. Tribou, secretary, Aetna Insurance group; R. A. Wins. 
low, general counsel, Boston Insurance Co.; L. A. Vincent, J. R. Berry, J. G 
McKenzie, and R. BE. Hughes of the national board staff. : 

Advice of his inability to attend was received from Mr. K. EB. Chapman. 

Messrs. Lester S. Harvey, A. E. Heacock, J. G. Niederlitz, A. L. Ross, F. Elmer 
Sammons, and S. T. Shotwell were unable to be present or represented. 


FEDERAL CONGRESS 


National committee on insurance taxation proposal._—This proposal does not 
seem to have picked up any additional support but Allstate representatives are 
now attempting to have their proposal introduced on the floor of the House— 
bypassing Ways and Means Committee. While they may be successful in get- 
ting such an introduction, we still believe they will not succeed in getting their 
proposal enacted into law at this session. 

Congressional investigation of insurance.—Despite reports emanating from 
Washington, we cannot find any sound basis for believing the Senate Judiciary 
Subcommittee is contemplating hearings in the immediate future on the conduct 
of the insurance business and the conduct of State regulation. Insurance is one 
of the last items mentioned in the report upon which the Judiciary Subcommittee 
obtained its appropriation. In the normal course of events other items on the 
agenda of the subcommittee, which are still unfinished business from earlier 
years, would be taken up before the insurance investigation. This, of course, 
ean be changed if the subcommitee is persuaded that there is enough interest ip 
the insurance investigation to warrant moving it ahead. 


STATE MATTERS 


Kentucky.— House bill 116: At the February meeting of the laws committee 
this bill was discussed and counsel was instructed to take no position until he 
received further instructions from the committee on laws. After discussion, it 
was the feeling of the committee that these instructions should be continued, 

New York.— 

Senate bill 1666, which would compel a liquidator of an insolvent insurance 
company to use the unearned premium reserve to procure reinsurance, has been 
signed by the Governor after the New York Insurance Department filed a memo- 
randum in support of the bill. We had opposed this bill and had filed memo- 
randum both in the legislature and with the Governor in Opposition. This legis- 
lation will result in a preference to certain creditors of an insolvent insurance 
company. 

Senate bill 1056: This bill has been signed by the Governor. It was introduced 
by us at the suggestion of New York banks which were acting as holders of 
statutory deposits for certain of our insurance companies. 

Senate bill 3425: General counsel asked for instructions as to position on this 
bill. The bill is an amendment to the rate law which would compel membership 
in a rating organization and would remove any deviation provision. After a full 
discussion, it was moved, and seconded, that we oppose this bill, if it appeared 
that the bill was moving toward passage. This motion was carried by a vote 
of 9 to 6. 

Senate bill 2981 (sec. 81, domestic insurers) and Senate bill 2523 (sec. 90, 
foreign insurers) : These two bills amending the above investment sections of the 
insurance law were reported to have passed both houses and to be on the Gov- 
ernor’s desk. The life companies are primarily interested in these bills. Our 
instructions were to take no position on them. 

Georgia.—Georgia legislature has adjourned. Prior to adjournment two com- 
mittees were appointed which will investigate the insurance business and State 
regulation in Georgia. One committee has already started hearings and the pub- 
licity has not been good. Already the insurance department has expressed a 
willingness to have an advisory board to pass upon rates and to have hearings 
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on rates before they become effective. This sentiment is not confined to Georgia. 
It has already been expressed either by legislation or by statements of insur- 
ance commissioners or members of their staff in the States of Alabama, Florida, 
New Jersey, Rhode Island, South Carolina, and Utah, and we must expect at the 
next legislative session a number of bills across the country providing for hear- 
ings on rate filings before the rates become effective. 

North Carolina.—Supplementary bulletins have been sent to member companies 
giving them instructions for payment of the firemen’s pension tax under pro- 
test—this in order to protect their right to recover these sums should we prevail 
in the pending litigation. 

NUCLEAR CLAUSE 


Conforming to the suggestion made by the president of the National Associa- 
tion of Insurance Commissioners, an informal industry committee, representing 
stocks, independents, mutuals, factory mutuals, and reciprocals, met with Com- 
missioner Leggett of Missouri, as chairman of the fire insurance committee of 
the NAIC, and Commissioner Bennett of Iowa, as chairman of the rates and 
rating organizations committee of the NAIC, at Kansas City, Mo., on March 12. 
At the conclusion of the meeting it was agreed that the two commissioners in 
their capacity as chairmen would draft a letter to the president of the NAIC, 
outlining the problem and making their recommendations. It is contemplated 
that the president of the NAIC will send a copy of this letter to each of his 
fellow insurance commissioners. 

Following general discussion, it was unanimously agreed that the chairman 
and general counsel should keep in touch with this matter on a State-by-State 
basis. 

BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded, it was voted to approve payment of the 
following bills, amounting to $5,085.52 : 


Clarence Klocksin, attorney fee and expenses, Washington, D.C______ $2, 300. 00 
P. M. Lancaster, legislative expenses, Georgia______________________ 1, 398. 52 
Dr aeenon, accermey Ree: Vinge oS 750. 00 
Mississippi Legislative Reporting Service___________________________ 220. 00 
DunMars, Davis & Bennett, fee and expenses, Kansas____________-___ 262. 50 
Walter D. Hanson, legislative expenses, Oklahoma__________________ 97.50 
Robert Kirschwing, legislative expenses, Colorado___________ Bs og 57. 00 
BUDGET 


The budget for the fiscal year 1958-59 was reviewed and it was voted to request 
the finance committee to approve and recommend to the executive committee an 
amount totaling $388,492 for the support of the laws committee for the fiscal 
year. Copy of comparative statement of the last 4 years with estimates for 
ensuing year is attached. 

ADJOURN MENT 


There being no further business to come before the committee, the meeting 
adjourned. 


L. A. VINCENT, Secretary. 


INSURANCE DEPARTMENT OF IowA, 
Des Moines, March 19, 1958. 
Hon. JosepH A. NAVARRE, 
President, Naiional Association of Insurance Commissioners, 
State House, Lansing, Mich. 


DEaR COMMISSIONER NAVARRE: The fire insurance companies are planning to 
submit endorsements for the approval of the several States to be attached to 
fire policies and specially providing that loss arising from nuclear reaction shall 
not be considered as a covered peril, except for loss directly resulting from an 
ensuing fire. 

Pursuant to your suggestion, we have had a meeting with representatives of 
industry to discuss related problems. Probably the most important of these 


is whether or not “nuclear reaction” is a “fire” within the meaning and contem- 
plation of fire policies. 
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We find, from our investigation, that scientists do not classify nuclear energy 
reactions as fire within the generally accepted understanding of this word, 
Although intense heat is generated, there is no flame or smoke involved. As 
pointed out by D. F. Hayes, Chief of the Safety and Fire Protection Branch of 
the U.S. Atomic Energy Commission, “Combustion, as normally thought of jg 
basically a chemical reaction, while nuclear fission involves a nuclear reaction, 
In all chemical reactions, the individual atoms are rearranged by not destroy 
and, in nuclear fission, the uranium will be literally destroyed but not re 
arranged.” Although we are of the opinion that there is no popular belief or 
understanding that the heat arising from nuclear reaction results from a fire 
within the normal concept of this word, yet there is terminology used in connec. 
tion with “nuclear energy reactors” which might result in misunderstanding 
for example: A nuclear reactor is sometimes referred to as a furnace whereas 
the uranium or other fissionable material used is referred to as fuel and the 
residue as ash. Consequently, the purpose of such an endorsement would be 
for clarification and information and not for the purpose of limiting or amend. 
ing the present coverages of fire policies. 

Present fire forms, and the rate structures supporting them, do not eop-. 
template that direct loss from nuclear energy reactions be an included peril, 
although, of course, direct loss from an ensuing fire would be covered under the 
terms of the policy as well as under the terms of such an endorsement. 

Our inquiry indicates that it would be impracticable for an insurer to cover 
the catastrophic losses to which it might be exposed as the result of a single 
nuclear energy incident. It is, therefore, desirable that there be a complete 
understanding by policyholders that such perils are not included under the 
terms of a fire policy. 

There is already substantial protection afforded to those who might suffer 
such losses, through liability policies which the operators of nuclear energy 
reactors are required to carry. Casualty companies are providing $60 million 
policy limits through a pooling arrangement and the Price-Anderson Act of 
the Federal Congress supplements this with a $500 million appropriation. 

For the reasons stated, we feel it to be in the interest of all concerned that 
there be a complete understanding concerning the coverages of the fire policy 
with relation to this matter and we, therefore, recommend the uniform ac 
ceptance of such endorsements by the several commissioners. 

Respectfully submitted. 

LAWRENCE LEGGETT, 
Chairman, Fire Committee NAIC. 
OLIVER P. BENNETT, 
Chairman, Rates and Rating Organization Committee, NAIC. 


OFFICE MEMORANDUM 
MArcH 21, 1958. 
To: Messrs. W. L. Martin and W. F. Williams. 
From: Jack G. McKenzie. 
Subject: Federal Trade Commission v. National Surety Company, in the §8u- 
preme Court of the United States. 


GENTLEMEN: Before long you will be called upon to have the attorney generals 
of the several States in your territory join in the above captioned case by sub- 
scribing to a brief to be filed therein by the State of Michigan. 

You will remember a similar request was made last year when this case was 
in the Cireuit Court of Appeals. The response from the several attorney gen- 
erals was most gratifying. 

We want you to contact those people who assisted you, advising they will be 
called upon very shortly to again contact their attorney general asking him to 
join in this case by subscribing to a brief to be filed by the State of Michigan 
in the case which is now in the Supreme Court of the United States. 

We do not want you or those assisting you to contact any attorney general 
until you have received further instructions from this office. 

With kindest regards. 

Sincerely, 
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PHOENIX OF HARTFORD INSURANCE COMPANIES, 
Hartford, Conn., March 24, 1958. 

Mr. J. RAYMOND BERRY, ; 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

Dear Ray: This will answer yours of March 10 about the special committee 
of chief executives and, particularly, the assessment of partial subscribers. 

I agree with you that no meeting of the special committee is required, but I 
assume the statement of principles as drafted by the Inter-Regional Insurance 
Conference has been approved and circulated, although you do not specifically so 


— the decision in the Arizona Supreme Court on partial subscribership 
and the results of action taken in New York State, I am wondering now whether 
our special committee of chief executives can serve any further useful pur- 

We have actually accomplished very little. Whatever moves were in- 
spired by us have practically all failed so that now there is a question in my 
mind as to the future of this committee. So far as partial subscribership, 
assessments, and the consideration of insurance codes by States, are concerned, 
either the laws committee or some other standing committee might well handle 
future assignments. I have not discussed the subject of discharge with any of 
the other members because I should first like to have your reaction. 

Sincerely yours, 

J. A. Nortu, President. 


Marcu 24, 1958. 
Memorandum for: Mr. John R. Barry, president, Corroon & Reynolds Group. 
From: Mr. J. G. Niederlitz, vice president, Great American Insurance Co. 


ASSOCIATION EXAMINATIONS, INDUSTRY ADVISORY COMMITTEE 


I attended a meeting of the above committee, as your alternate, at 10 a.m. 
on March 20 in Washington, D.C. Those present are shown on the attached 
list. Chairman Shands called on the various members present to speak for their 
associations. Messrs. Guertin, Jones, and Wallingford spoke for the life in- 
surance interests. They had recently taken a poll of their membership and had 
not received any severe criticism of the association examinations. Their recom- 
mendations were simply a repetition of those made in previous years; i.e., that 
the caliber of examiner be improved; that companies cooperate with examiners 
and prepare what figures they can in advance;that company audit reports be 
used more extensively, ete. Mr. Seymour Smith of the Travelers and Mr. Rob- 
ert Gilmore representing the casualty and surety companies, reported very much 
the same as the life company representatives, without any real criticism. The 
chairman, who is an executive of the Life Insurance Co. of Virginia, appeared 
to be in agreement with these views. 

Chairman Shands then called on me for my views. I explained that the na- 
tional board had not taken a recent poll of their membership; that the last poll 
had been taken in 1954 and was extremely critical, and, as far as I knew, the 
position had not changed. In my position as a company man, I had been on the 
receiving end of examinations for the last 40 years, about 20 years of which had 
been under convention procedures and the latest examination still showed no 
improvement. The recommendations which were made at this meeting had 
been made in 1948 and again in 1954. They had either been disregarded or were 
ineffectual. How could we expect that they would be any more effective now? 

The original purpose of the convention examination was to prevent indis- 
criminate State examinations; however, the cost of present examinations far 
exceeds anything paid in the Merkel and Martin days. The present use of five 
outside State examiners increases costs and inefficiency. I ask what is sacred 
about having six zones? If the outside States were represented by one good ex- 
aminer or a public accountant on each examination, costs would be substantially 
reduced and efficiency increased. Under the present arrangement, the exam- 
iners are usually political appointees and not qualified. One other point I 
emphasized was that examination procedures, both home State and convention, 
are outmoded and should be modernized and streamlined to conform to multiple 
line and electronic procedures. 

Newell Johnson, manager of Mutual Alliance, cited several cases of inefficient 
convention examiners; however, he felt that because of the O’Mahoney investi- 
gation of insurance companies which is ahead of us we should be careful about 
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the type of criticism which is put in a written report. I am inclined to agree 
with him; however, on the other hand, the commissioners may be more jp. 
clined to improve the system if they are afraid of Federal criticism. 

Mr. Southall of the Independent Insurers had a number of criticisms from hig 
members, which he read. He felt that we should press the commissioners for 
improvement in spite of the O’Mahoney investigation. Quinn of the Health As. 
sociation had no real criticism from his members. Mr. Peery of the Government 
Employees Insurance Co. felt that one of the problems had to do with the per 
diem compensation of examiners. He believed this method of payment createq 
envy among home State examiners and increased the costs. He recommended 
that convention examiners be paid a straight salary. 

It was finally agreed that a report would be prepared by Mr. Wallingford 
and Mr. Gilmore for submission to Commissioner Parker, chairman of the sup 
committee. This report would be in effect a repetition of memorandum prepared 
by Mr. Guertin and submitted in 1948. It was suggested that criticisms be 
transmitted verbally. This report will be ready to present to members of the 
industry committee on April 7 for review and criticism. 

Meeting was adjourned at 3 p.m. 


MINUTES OF MEETING OF THE OFFICERS CONFERENCE, HELD AT THE UNION LEAGUE 
CLus, NEw YorK CIty, ON MARCH 25, 1958, AT 5 P.M. 


Present: Messrs. H. W. Miller, vice president; D. R. Ackerman, treasurer; 
K. E. Black, chairman of the executive committee; Past President J. V. Herd; 
and General Manager L. A. Vincent, who acted as secretary. 

In the absence of President Hullett, Vice President Miller presided. 


F. ELMER SAMMONS, DECEASED 


The general manager advised that President Hullett had asked that the mem- 
bers of the officers conference serve as a committee to attend the services for Mr. 
Sammons and to draft resolutions for adoption by the executive committee on the 
passing of our associate. 

CONTRIBUTIONS 


Committee on interpretation of the nationwide marine definition.—Pursuant 
to action at the last meeting of the conference, the officers reviewed the statement 
of receipts and disbursements for the calendar year 1957, as furnished by the 
executive secretary of the committee on interpretation. Following discussion, 
it was the unanimous view that recommendation be made to the executive com- 
mittee authorizing the payment of the national board portion of the current year’s 
expenses in the amount of $2,336.43, but that the provision for payment be with- 
held pending the designation of a new chairman of the committee on interpreta- 
tion and a review of the present financial requirements of that committee. 

National Industrial Conference Board, Inc—It was recommended that the 
national board continue participation in the conference board with payment for 
the annual dues for 1958 in the amount of $1,000. 


CONSTITUTION AND BYLAWS 


It was the unanimous view that the study being made on amendments to the 
constitution and bylaws be continued but that amendments not be instituted 
immediately, pending further study of the action of the special meeting of 
March 4, 1958. It is the understanding of the officers that when a number of 
amendments to the constitution and bylaws are presented for consideration each 
change be considered and voted upon separately. 


MENDES & Mownt, 
New York, N.Y., March 25, 1958. 


Our file: No. 107,862. 


Mr. J. RAYMOND Berry, 
National Board of Fire Underwriters, 
New York, N.Y. 


Dear Mr. Berry: With further reference to our telephone conversations, I 
am enclosing herewith three copies of a memorandum prepared by one of our 
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staff on the question of the possible interpretation a court would place upon the 
so-called nuclear clause. : ; : 7 

We realize that this entire field is one in which you and your organization 
are expert, and it may be that this memorandum has overlooked some factors 
of importance, and your comments, therefore, would be greatly appreciated. 

We look forward to seeing you on Friday of this week at 2 o'clock in your 
office. 

Kindest regards. 

Sincerely yours, 
LUKE D. Lyncu. 


Marcu 5, 1958. 
Memorandum to: Mr. Luke D. Lynch. 
From: W. P. Moyles. 
Re nuclear clause for standard fire policies. Our file: No. 107,862. 

The National Board of Fire Underwriters plans on submitting a nuclear 
clause to the States’ insurance commissioners, urging that it be accepted and 
approved by them. The nuclear clause is to be attached to all standard fire 
insurance policies, and is as follows: 


NUCLEAR CLAUSE 


“The word ‘fire’ in this policy or endorsements attached hereto is not intended 
to and does not embrace nuclear reaction or nuclear radiation or radioactive 
contamination, all whether controlled or uncontrolled, and loss by nuclear’ 
reaction or nuclear radiation or radioactive contamination is not intended to 
be and is not insured against by this policy or said endorsements, whether 
such loss be direct or indirect, proximate or remote, or be in whole or in part 
caused by, contributed to, or aggravated by ‘fire’ or any other perils insured 
against by this policy or said endorsements; however, subject to the foregoing 
and all provisions of this policy, direct loss by ‘fire’ resulting from nuclear 
reaction or nuclear radiation or radioactive contamination is insured against 
by this policy.” 

The purpose of this memorandum is to ascertain the legality of this clause 
when attached to policies which have been set forth by legislative enactment. 


I. THE 1943 NEW YORK STANDARD FIRE POLICY IS IN USE IN 46 STATES 


In 1942 the New York Legislature enacted a new standard fire policy which 
became compulsory after July 1, 1943. This policy is presently referred to as 
the 1943 New York standard fire policy. 

In 3 Richards on Insurance, section 497 (5th Ed. 1952), an analysis is made 
as to what States have adopted the 1943 New York standard fire policy. The 
policy has been adopted in 46 States, Alaska, Hawaii, and the District of 
Columbia. The method of adoption is as follows: 

(a) States in which the 1943 New York form is expressly set forth in full 
in the statutes (total, 20) : 


California New Jersey Rhode Island 
Connecticut New York South Dakota 
Iowa New Mexico Virginia 
Louisiana North Carolina West Virginia 
Maine Oklahoma Wisconsin 
Massachusetts Oregon Wyoming 
Michigan Pennsylvania 


(b) States in which the 1943 New York form is expressly adopted by statute, 
but is not expressly set forth in full in the statute (total, 6) : 


Arizona Nebraska Utah 
Idaho Nevada Washington 
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JULY 22, 195 
Mr. FeLtx HARGRETT, > 1958. 
Vice President, Home Insurance Co., 
New York, N.Y. 

Dear Fevrx: Pursuant to our telephone conversation of a few minutes ago, I 
enclose herewith copy of material which Ambrose Kelly sent to Commissioners 
Leggett and Bennett pursuant to arrangement with me. 

I also enclose copy of letter which those commissioners sent to Commissioner 
Navarre as president of the National Association of Insurance Commissioners, 

Yours very truly, 
J. RAYMOND Berry, General Counsel, 


JULY 22, 1958. 
Mr. L£o O. FREEMAN, 


Manager, Virginia Insurance Rating Bureau, 
Richmond, Va. 


Dear Leo: At a recent hearing before the New York Insurance Department 
in connection with an alleged independent filing (which the rating bureau callg 
a deviation), a witness was asked why he did not use the deviation route ang 
he is reported to have answered as follows: 

“A. Our companies have filed a number of deviations in the fire field in the 
last 10 years, and it has been our experience that the deviation route is an 
extremely difficult, expensive, and time-consuming avenue for the independent 
insurer. Almost without exception when an independent files a deviation, the 
bureau from which the independent seeks to deviate will oppose the deviation 
by all the legal mechanism available to the bureau. This will mean hearings, 
court reviews of the hearings, and it must be remembered that in most States, 
and I believe in this State, a deviation can only run for a 12-month period. It 
must also be remembered that every change which is needed, if it is in the form 
of a deviation, subjects the independent to the same procedure. And when you 
consider a new form of cover it must be expected that changes will be required 
to adopt the coverage to the findings that the insurer reaches through the experi- 
ence with the cover. The deviation route is an expensive and impracticable one.” 

It has been established that this testimony is completely at variance with the 
record of the New York Fire Insurance Rating Organization but we are interested 
in learning what support, if any, there is for it in rating bureau practice around 
the country. 

Specifically, we are interested in— 

(1) number of deviations currently on file in each jurisdiction ; 
(2) on how many of these the bureau has appeared ; 
(3) if it appeared, did it oppose; 
(4) what was the outcome as to the opposition ; 
(5) what action was taken either by the deviator or bureau by way of 
appeal. 
If this information could be given by years it would be helpful. 

I would also be interested in knowing whether (a) independent filings and 
(b) deviations have increased in recent years over the period 194446. 

The Western Actuarial Bureau has prepared a questionnaire, copy of which 
is enclosed, designed to elicit the above information. I would appreciate it if 
you would fill it in for the State of Virginia and return it to this office. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 





MULTI-PERIL INSURANCE CONFERENCE, 
New York, N.Y., July 22, 1958. 
Mr. J. R. BERRY, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: In line with our recent discussion on the M-1 subcommittee I 
thought you might be interested in reading the brief which we submitted in the 
New York hearing. 
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Also I am attaching for your information a copy of an agenda item which 
we prepared for one of our subcommittees considering this problem. I might 
say that no action has been taken by the subcommittee as yet. 

J am working on a draft of the minutes and should have them to you in the 
next few days. 

Sincerely, 
H. F. PERLET, General Manager. 


BEFORE THE SUPERINTENDENT OF INSURANCE OF THE STATE OF NEw YORK 


In the matter of independent rate filings for commercial property coverage by the 
North America Companies, American Casualty Co., and General Insurance 
Co. of America 


BRIEF FOR THE MULTI-PERIL INSURANCE CONFERENCE 
STATEMENT 


This brief is filed amicus curiae on behalf of the Multi-Peril Insurance Con- 
ference in support of the position of the New York Fire Insurance Rating 
Organization that the Superintendent’s decision of September 4, 1957, should 

affirmed. 
re tulti-Peril Insurance Conference, hereinafter referred to as MIC, is an ad- 
yisory organization, duly qualified under section 182 of the insurance laws of 
the State of New York. Its advisory jurisdiction, as provided in its constitu- 
tion, extends to all multiple line policies including in combination two or more 
lines of insurance traditionally considered fire, marine, or casualty. MIC 
functions in an advisory capacity with respect to the New York Fire Insurance 
Rating Organization, hereinafter called NYFIRO, the National Bureau of 
Casualty Underwriters, hereinafter called NBCU and the Inland Marine Insur- 
ance Bureau. The commercial property coverage, hereinafter referred to as 
the CPC, which is involved in this proceeding, comes within this jurisdiction, 
which accounts for the request of MIC to file this brief amicus curiae. Leave 
to file was granted during the course of the hearing (R. 233). 

The decision of September 4, 1957, held that the CPC filings made by the 
North America companies, the American Casualty Co., hereinafter referred to 
as the petitioners, and the General Insurance Co., did not meet the standards 
for independent filings contained in section 181(4) and should be ordered with- 
drawn. The petitioners claim that the CPC does meet the standards for inde- 
pendent filings and that the decision of September 4, 1957, should be reversed. 


1. History of coverage 


The CPC is a multiple line policy, covering on an unspecified peril basis, the 
perils of fiire, windstorm, burglary, theft, transportation and other physical 
damage perils. This type of contract is commonly referred to in the industry 
as an “all-risk” contract. The CPC may be written for certain parts of the 
mercantile class of risks. A more detailed description of the coverage is given 
subsequently in this brief. A review of the history of this coverage and the 
events leading up to its introduction might be helpful in assisting the superin- 
tendent to place the entire matter in proper perspective. 

Beginning in the 1920’s many marine insurers began to write certain types 
of all-risk coverages at rates less than approved fire rates, although fire was 
the principal peril involved in the contract. This was brought about by a com- 
petitive situation created by reason of a vast expansion of the marine field 
during World War I followed by a tremendous cutback shortly after the war. 
The marine underwriters attempted to keep their premium volume up and this 
was one method employed. As fire rates were regulated in many States whereas 
marine rates were not, such a development tended to give the unregulated 
marine insurers an unfair advantage, which invariably occurs between an 
unregulated competitor and a regulated competitor. The chaos created by this 
situation eventually led to the adoption by the National Association of Insurance 
Commissioners, on June 2, 1933, of the “Nationwide Definition and Interpreta- 
tion of the Insuring Powers of Marine and Transportation Underwriters,” 
commonly known as the nationwide definition. It is interesting to note that 
this was based largely on a ruling of the New York Insurance Department of 
September 30, 1932. 

For reasons that are not here material the adoption of this definition, plus 
unfavorable economic conditions, halted the widespread development of all- 
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risk policies for the next decade. Beginning in the late 1940’s the several States 
(ineluding New York in 1949) passed multiple line laws which permitted quali- 
fied fire companies to write casualty coverages and qualified casualty companies 
to write fire coverages. Thus, for the first time under the law, it became possible 
to issue multiple line contracts, including those types of all-risk contracts 
which did not qualify as inland marine under the nationwide definition. The 
net effect, therefore, as respects the instant case was that multiple line all-rigk 
contracts, which did not meet the nationwide definition as inland marine 
insurance, could now be written as multiple line. 

This is very important, not only because of the regulatory problems involveg 
but also to demonstrate the relatively short time that has elapsed since the 
power to write such contracts has been granted to the insurers. 

In 1953 and 1954 companies began to write all-risk so-called dealer’s policies 
for seven specific kinds of dealers. As these were new policies many insurance 
departments had difficulty in properly evaluating them and a request was made 
to the Committee on Interpretation of the Nationwide Marine Definition for 
an interpretation as to whether or not they were inland marine contracts. The 
committee, in Interpretation No. 49, dated February 1955 gave its opinion that 
such policies were not properly classifiable as marine or inland marine insur. 
ance (R. 65). However, such opinions are purely advisory and several States, 
including New York, did not adopt it. Generally, the insurance departments 
that accepted this filing as inland marine insurance considered it to be merely 
a limited extension of presently existing inland marine “dealers block”’ policies 
such as the “jeweler’s block”, the “furrier’s block”, etc. The record made by 
the petitioners, North America, is very confused but it appears that their filing 
of these seven dealer policies (N.A. Exhibit 4) was made on October 21, 1955 
(R. 36-37) as an inland marine coverage (R. 39, 61, 72) and not as a multiple 
line filing. This is the original filing and the forerunner of the filing whose 
status is now in question. 

Beginning about 1953 certain companies began to write, in California, an all- 
risk type of policy which could be written for almost all groups in the mercan- 
tile class of insureds. This policy was popularly known as the “mercantile 
block” policy. Shortly thereafter the program was taken over by the Inter-Re 
gional Insurance Conference, a qualified advisory organization, which evolved a 
mercantile block program which they recommended to fire bureaus for filing, 
countrywide. Pursuant to this recommendation, the NYFIRO made ¢ filing of 
the mercantile block program in New York on January 18, 1956 (N.A. exhibit 18). 
Following that the petitioners, North America, amended their October 21, 1955, 
filing of the seven dealers’ policies, on March 21, 1956 (N.A. exhibit 5; R. 81) to 
convert their filing to the equivalent of the mercantile block policy—i.e., making 
practically all types of mercantile occupancies eligible rather than the seven 
dealers’ types contained in their October 21, 1955, filing (R. 41). The petitioners, 
American Casualty, also filed their equivalent of the CPC program on November 
5, 1956 (A.C. 88; R. 186-187). 

While, as indicated above, the orginal filing of the seven dealers’ policies was 
accepted by many insurance departments as inland marine insurance, when these 
programs were expanded to include all mercantile insureds, by the CPC program, 
it became readily apparent that the analogy to inland marine insurance no longer 
existed. Asa result most departments, when approving the new mercantile block 
program, withdrew their approval of the seven dealers’ policies as inland marine 
insurance and required that they be treated as multiple-line policies. 

The foregoing history illustrates the trial-and-error method employed to fit 
these new coverages into existing legal and regulatory framework as well as 
bringing into chronological order the events leading up to the present case. 

After the filings were made, the New York Insurance Department appar- 
ently decided to determine if the CPC program was in the public interest. This 
led up to the open hearings held by the department in December of 1955, cul- 
minating in Mr. Wikler’s letter to all fire and casualty companies of March 23, 
1956 (N.A. exhibit 23) in which the department reached several tentative con- 
clusions (R. 82-853) : 

(1) These policies were in the public interest. 

(2) These policies are not new kinds of insurance, but provided combi- 
nations of coverages. 

(3) These policies should be classified as multiple line or multiple peril. 

After the department had reached the conclusion that the program Was proper 
and in the public interest, it began to examine the actual filings themselves and 
the mechanics of filing. From April 1956 through December 1956 there was 
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considerable correspondence between the department and the petitioners (R. 90—- 
100, 196) with respect to technical aspects of the filing, with respect to the rela- 
tionship of the petitioners and the bureau, and payment of bureau assessments 
(R. 94-95, 201). In fact, during this period the petitioners, North America, 
amended their March 21, 1956, filing three times; April 30, November 5, and 
November 29, 1956 (R. 99), and the petitioners, American Casualty, amended 
their filing at least once (R. 197). Also in the interim, a proposed change in the 
term rule, which would have affected rate levels under this plan, was under con- 
sideration (R. 97). All of this delayed but finally culminated in the approval of 
all plans by the department on June 5, 1957 (N.A. exhibit 40; R. 98-100). Follow- 
ing that on June 20, 1957, the NYFIRO took exception to the filing of the 
petitioners as an independent filing (N.A. exhibit 41; R. 100-101) and the depart- 
ment withdrew its approval on June 21, 1957 (N.A. exhibit 42; R. 101-102) as 
“A legal question has arisen which will require further study.” 

The legal question which arose is the very question which is now the subject 
of this hearing—i.e., the legality of the independent filing of the CPC by the 
petitioners. This question was finally resolved by the superintendent in his 
decision of September 4, 1957, holding that it was not the proper subject for an 
independent filing. 


2. Description of CPC 


The CPC is described in some detail in the testimony of Mr. Cox (R. 41-44) 
and Mr. Mahon (R. 187-190), and of course by the filings themselves. The 
North America filing (exhibit N.A. 5) does not differ materially from the bureau 
filing (exhibit RO 6) or the American Casualty filing (A.C. exhibit 93). In 
fact, in several places, the petitioners admit that for all practical purposes the 
filings are the same (R. 5-6, 32). A summary of the coverage is given here for 
the purpose of convenience and to facilitate the statement of the issues pre- 
sented for determination by this proceeding. 

The CPC is, technically speaking, a filing of the rules, rates, and forms govern- 
ing the issuing of the commercial property form. This form is a so-called all- 
risk form, covering on an unspecified basis, the perils of fire, windstorm, water, 
burglary, theft, and all other risks of loss, with certain exceptions. The form 
is attached to a standard New York fire policy. 

The rate is computed by using the appropriate fire and extended coverage con- 
tents rates at each location (as promulgated by the NYFIRO) to which is added 
a loading for the all-risk or “all other peril’ coverage. The only difference 
between the plans of the petitioners and the bureau plan, so far as rating is 
concerned, is with respect to the all-risk loading, each using the published 
bureau fire and extended coverage rates as a basis (R. 42, 255-257). A simpli- 
fied rate would be calculated as follows: 


Per $100 of insurance: 





cl ik cai scpasn opens ateeietbeia iaicensadedbesMad=laialinistailaeinaiadt alist aaa $1. 00 
Is GOCGPIAODG. is tanya icelipst thas es ees cosa diate amoral ialiaes . 30 
I I sn hos ahs gdp abet eolagsige orphan nanan npaaaneees eka . 94 

I instal incase snk aici agict tapenade Lainie Nal ald i 2.14 


The filed rules for the coverage set forth the various requirements incident to 
writing the coverage, including the risks for which it may be written. The 
eligibility rule provides that it may be written on stocks of goods, wares and 
merchandise, and by suitable provisions ig restricted to the mercantile class. 

It should be noted that for an eligible insured, such as a grocery store, cover- 
age may be granted in one of several ways, including (1) straight fire policy, 
(2) fire and extended coverage policy, (3) burglary policy, (4) transportation 
policy, or (5) commercial property coverage (R. 44). In other words, the CPC 
is purely a broader form of coverage attached to a standard fire policy and 
used as an alternative to the other forms. The fire rate, when involved, would 
be the same for each of these coverages—i.e., the fire rate promulgated by the 
NYFIRO. 

At this point, for clarification, and because the terms may be used inter- 
changeably in some cases, it might be appropriate to briefly define four terms 
which are used generally throughout this brief : 

1. Partial subscribership—Under the Cullen case (Cullen v. Bohlinger, 284 
App. Div. 963) and certain decisions of the New York Insurance Department, an 
insurer may belong to a rating bureau for less than all of the kinds of insurance 
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and classes of risks for which that bureau is licensed and makes rates. Section 
181(4) sets forth the various compartments or subdivisions for which a com. 
pany may or may not join a rating bureau, and if it joins for less than all og 
the enumerated kinds and classes, etc., it is known as a partial subscriber, The 
various compartments or elements would then constitute those matters which 
are eligible to partial subscribership under the law. 

2. Independent filing.—This is the converse, or it might even be termed “com. 
plement” of partial subscribership. Thus, if a given kind of insurance as pro. 
vided under section 181(4) may be excluded from bureau subscribership by a 
company, then such kind of insurance is automatically subject to an independent 
filing by the company with the insurance department. However, if it is not the 
appropriate subject for partial subscribership, then likewise it is not the 
appropriate subject for independent filing because the bureau filing would then 
apply to the company attempting to make the independent filing. 

3. Bureau filing. —A “bureau filing” is one made by the bureau on behalf of all 
members and subscribers and not for any named member or subscriber (R. 372). 
Contrary to certain statements made in the record about the agency status of a 
bureau (R. 27, 33), as a matter of law a bureau filing is not an agency filing. The 
bureau is a separate entity. It functions as a separate entity and not as an agent, 
The filings which it makes are its own filings and not those of its members. The 
licensing section specifically says the superintendent may issue a license “author- 
izing it to make rates * * *.” It goes on in section 184 to require any rating or- 
ganization to file the rate “it proposes to use.” [Emphasis added. ] 

Under section 184 it is specifically provided “An insurer may satisfy its obliga- 
tion to make such filings * * * by becomming a memeber of or subscriber to a 
rating organization * * * and by authorizing the superintendent to accept such 
filings of the rating organization on such insurer’s behalf.” [Emphasis added.] 
This certainly does not indicate an agency relationship. It is satisfaction of an 
obligation to file by usng a bureau filing rather than an independent filing (R. 27), 
The statute does not require authorization to the bureau to file on the company be- 
half. The bureau makes the filing and the company uses it or does not use it, 
Under the statute the only authorization required is to the superintendent to 
accept such filings. 

4. Agency filing —In New York the fire bureau has on occasion made what is 
known as an agency filing. In those instances it merely functions as a filing 
agent for certain named members or subscribers (R. 372-373). This type of 
filing is far different from the bureau filing mentioned above and would, of course, 
be subject to the applicable laws of agency, which the petitioners have attempted 
to apply to the bureau filing mentioned above. 


THE ISSUES 


Broadly stated the sole issue presented by this proceeding is whether or not the 
CPC falls within the definition of kinds of insurance, etc., which may be excluded 
from subscribership to the rating bureaus under the provisions of section 181(4) 
of the New York insurance law, the pertinent part of which reads as follows: 

“Bach rating organization shall * * * permit any authorized insurer, not ad- 
mitted to membership, to become a subscriber to its rating services for any kind of 
insurance or subdivision thereof written by casualty or surety insurers or for any 
kind of insurance or subdivision or class of risk or a part or combination thereof 
written by fire or marine insurers or for such other insurers for which it is au- 
thorized to act as a rating organization * * *,” 

Restated the issue is whether the petitioners, who are subscribers to NYFIRO 
and NBCU for fire, allied perils, burglary, and theft, and other elements which en- 
ter into the CPC, can properly and legally limit their subscribership so as to ex- 
clude the CPC from the area of a bureau filing. The petitioners have so recog- 
nized this as the basic issue (R. 16, 33-34), as did the department in its decision 
of September 4, 1957, and counsel for the rating bureau in his opening statement 
(R. 236-237). 

At the outset, it is of fundamental importance to understand how relatively 
narrow is the question presented. No one, it should be emphasized, is questioning 
the right of partial subscriberships (R. 235). Neither is anyone questioning the 
right of the petitioners to file a deviation (R. 235). All that is here contended is 
that the instant filing does not meet the legal requirements for partial subscriber- 
ship (R. 235-236). It is our position that the CPC, therefore, is not a proper 
subject for independent filing under the law and that the decision of the superin- 
tendent of September 4, 1957, should be affirmed. 
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ARGU MENT 


Point I—Petitioners have not met the burden of proving that the CPC is a proper 
subject for partial subscribership under the law 


The petitioners are presently subscribers to both the NYFIRO and the NBCU 
for the kinds of insurance, classes of risks, etc., embraced in the CPC. The 
superintendent’s decision of September 4, 1957, has held that the CPC is not a 
proper subject for partial subscribership under the law. _ The petitioners have 
asked for this hearing on the basis that his decision was in error. As they seek 
to come within an exclusion to their general subscribership, the burden is upon 
them to prove that the CPC comes within the statutory provisions for partial 
gubscribership. This they have not done. 

Counsel for the petitioners at one point (R. 17) says that the CPC “may be a 
combination of kinds of insurance, a combination of subdivisions of insurance, a 
combination of classes of risks, or it may be a combination of parts of kinds of 
insurance. It may be a combination of parts or subdivisions or it may be a 
combination of parts of classes of risks.” He later says (R. 22) that “we 
think that the commercial property coverage would readily fit into these cate- 
gories * * *.” In fact, according to him, it may be almost anything. However, 
nowhere did he say what it was. A review of the entire record does not disclose 
any place where the petitioners specifically claimed that it was “a combination of 
parts of classes of risks” or any of the other permissible areas under the statute 
for partial subscribership. All that was said was that it may be one of these, 
with the plaintive hope by this “shotgun” approach somewhere, somehow, some- 
one will find a place to fit it into the statutory requirements. 

Itis submitted that the petitioners have failed to carry the burden of demonstra- 
ting wherein the decision of superintendent is in error in holding that the CPC 
does not come within the permissible limits of section 181(4) and on this ground 
alone the decision should be affirmed. 


Point II—The CPC is in fact not a proper subject for partial subscribership 
under the law 


While the petitioners have failed to prove their contention that the CPC is a 
proper subject for partial subscribership it is believed that in an amicus curiae 
position it is incumbent upon us, for the benefit of the superintendent, to demon- 
strate conclusively that this program does meet statutory requirements for 
partial subscribership. In order to do this it will be necessary to analyze the 
pertinent part of the law on a phrase-by-phrase basis. 

The applicable law is found in section 181(4) and reads in part as follows: 

“Bach rating organization shall * * * permit any authorized insurer, not 
admitted to membership, to become a subscriber to its rating services for any 
kind of insurance or subdivision thereof written by casualty or surety insurers 
or for any kind of insurance or subdivision or class of risk or a part or combi- 
nation thereof written by fire or marine insurers or for such other insurers for 
which it is authorized to act asa rating organization * * *,” 

In order to properly evaluate this statute it must be read in context, and with 
reference to certain other applicable parts of the same law. 

It should be noted first of all that the statute contains two different standards; 
one for casualty companies and one for fire companies. With respect to casualty 
companies it is provided that they may subscribe for (1) any kind of insurance 
or (2) subdivision thereof written by casualty companies. 

For the fire companies it is provided that they may subscribe for (1) any 
kind of insurance or (2) subdivision or (3) class of risk or part or combination 
thereof written by fire insurers. 

As the CPC is a multiple-line coverage, including coverages which may be 
written by casualty insurers and coverages which may be written by fire insurers, 
it would appear that logically the least common denominator should apply. 
The only points which the two statutory provisions have in common are “kind 
of insurance” and “subdivision” and if the filing does not wall within these 
areas then it is not a proper subject for independent filing. However, for 
purpose of complete analysis, we will examine the filing in the light of the most 
lenient provision, i.e., the fire provision. 

It is our contention that the CPC does not fall within any of the permitted 
exceptions and, therefore, as a matter of law, is not the proper subject for an 
independent filing. 

1. Kinds of insurance—The kinds of insurance permitted to be written in 
New York are set forth in section 46 of the New York insurance law. This 
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section states specifically: The kinds of insurance which may be authorized 
in this State * * * are set forth in the following paragraphs.” This is fol- 
lowed by 23 numbered paragraphs each setting forth and defining a king of 
insurance. These are the only kinds of insurance which can be legally written 
in the State of New York. If there is some other kind of insurance, which jg 
not enumerated in the statute, it could not be writen in New York. 

A close examination of the enumerated kinds does not disclose a single king 
of insurance into which the CPC could be fitted. If it is in fact a “new kind” 
of insurance, then not being authorized by statute, it could not be written jp 
New York. However, all parties, including the petitioners (R. 7, 180), agree 
that it is a multiple line (multiple kind) of policy containing elements of severg} 
kinds of insurance, as well as several other elements. Nowhere in the record 
did the petitioners, other than by inference, attempt to show that this is a new 
or separate kind of insurance, because they fully realized (1) that even a 
cursory examination of the statute would disclose that it is not within any of 
the present kinds, and, (2) if they were successful in having it held to be a new 
kind of insurance, they could not write it. 

Therefore, as CPC does not come within the meaning of a kind of insurance 
it does not meet the first test for partial subscribership. 

2. Subdivision—The next test in the statute deals with “subdivision.” Reg. 
erence to the word as used in context and as used in other pertinent parts of the 
insurance law indicates that subdivision can only refer to “subdivision of g 
kind of insurance.” The drafters of the legislation apparently thought this was 
so apparent as to not justify the redundant wording. Again, reference to 
section 46 will indicate that this is a logical and conclusive deduction. Thus, 
for example, paragraph 5 is “Miscellaneous property insurance.” Within this 
kind of insurance there are four subdivisions: (1) a type of extended coverage, 
(2) insect damage, (3) electrical disturbance, and (4) riot and civil commotion, 

Again a careful analysis discloses that the CPC does not come within a sub- 
division of a kind of insurance and it, therefore, does not meet the second 
test for partial subscribership. 

At this point we have exhausted the common requirements of the fire and 
casualty parts of the law and, as the CPC has not met these requirements, ipso 
facto it is not legally the proper subject for an independent filing. However, as 
stated above, in the interest of a complete presentation we shall continue to 
analyze the remainder of the fire portion of the statute. 

3. Class of risk—The next test is with respect to “class of risk.” These are 
words of art peculiar to the insurance industry. As the legislature adopted these 
words, peculiar to the affected industry, without further definition it must be 
presumed that they adopted the meaning of the words as commonly accepted 
and understood in the industry. The law on this is so well settled that citation 
would be redundant. 

The only competent testimony in the record regarding the meaning of these 
words, as understood in the insurance business, was given by Mr. K. O. Smith, 
who was properly qualified as an expert witness and whose testimony was not 
contradicted in any way. Mr. Smith’s full statement on this subject (R. 243) 
bears repeating: 

“Well, the term ‘class of risk,’ as used in the fire insurance business, may refer 
to general classes such as the residential class, mercantile or nonmanufacturing, 
or manufacturing classes. These classes include such classes of risk in the resi- 
dential class as the private dwellings or apartment dwellings. In the case of 
mercantile risk there are many classes among which are, for example, food prod- 
ucts or wearing apparel. In the nonmanufacturing class, examples of class of 
risk would include office or churches. There are many classes of risk or classes of 
hazards included in the manufacturing class, such as the several classes of metal 
workers and chemical workers.” 

It is immediately obvious that the CPC as such is not “a class of risk” and, 
therefore, does not meet this test. While it does apply to certain occupancies 
within the mercantile class of risk, it is not in itself a class of risk, which is 
the statutory test. 

4. Part or combination thereof.—lIt is difficult to tell, upon an initial reading 
of the statute, whether this phrase refers back to kind of insurance, class of 
risk, or subdivision. In the final analysis, contrary to the apparent position of 
the petitioners (R. 17, 18), it does not appear to make much difference. 

Taking first the word “part” it is obvious that it can only refer to class of 
risk. It would have no meaning when applied to a kind of insurance because 
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the permitted breakdown within the kind of insurance is the “subdivision.” It 
might have reference to subdivision, although that does not appear logical 
pecause each subdivision is usually a cohesive, integral statement not subject 
to breaking down into parts. It can only logically apply to a class of risk. 
Review of other sections of the law confirms this assumption. We find that 
the word “parts” is never used unless reference is also included to “class of 
risk.” Thus, in the casualty part of section 181(4) there is reference to “kinds” 
and “subdivision” but no reference to parts. 

As “parts” refers to “class of risk” and the CPC is not a part of a class of 
risk, it fails to meet this statutory test. 

This brings us to the last portion, namely “combination thereof.” It is our 
contention that the phrase “combination thereof” refers to classes of risks, and 
at the very most to a combination of classes and kinds of insurance. This 
explanation of the phrase is supported by similar language in the deviation 
section reading “kind of insurance, or class of risk within a kind of insurance, 
or combination thereof.” Thus, as an example, the combination of a kind of 
insurance (fire) and class of risk (mercantile) would meet the test and a com- 
pany could exclude this from its subscribership. In this manner it would not 
be compelled to exclude all fire, but only fire when combined with a given class 
of risk. However, a combination of CPC (which is not a kind of insurance or 
a combination of kinds, but merely a coverage including several kinds) and 
mereantiles (class of risk) does not meet the test. 

Petitioners claim, however, that this phrase could refer to four possible combi- 
nations: (1) Combination of kinds, (2) combination of subdivisions, (3) com- 
bination of parts, or (4) combination of classes and kinds. Even if this be 
admitted it still would not affect the situation. 

Thus, assume it does mean a combination of kinds. If this were so then a 
company could exclude from its subscribership “fire” or ‘miscellaneous prop- 
erty insurance” or a combination of the two. 

The petitioners have argued that, among other things, the CPC “might be” 
a “combination of kinds of insurance” and, therefore, as such is the proper sub- 
ject for independent filing. If by this they mean it combines fire, miscellaneous 
property damage, burglary and, other kinds of coverages into one policy, then 
they are correct. However, the statute does not refer to “coverages incorporat- 
ing kinds of insurance,” but only to “kinds.” The statute means exactly what it 
says. Read as the petitioners read it, it permits partial subscribership for 
“combinations of kinds of insurance.” However, because it may permit exclu- 
sion of “combination of kinds of insurance” it does not then follow that it can 
be interpreted to exclude “policies or coverages which contain a combination of 
insurance.” The exclusion runs to “kinds” and not to “policies containing com- 
bination of kinds” or “coverages containing combination of kinds.” This is a 
very important distinction. If the legislature had intended to permit policies or 
coverages containing a combination of kinds of insurance to be the subject of 
partial subscribership, they would have said so by appropriate language. The 
right of partial subscribership is not granted to types of coverages or policies. 
The statute is specific in limiting to kinds or subdivisions of insurance and the 
CPC comes within neither, either singly or in combination. 

The petitioners very adroitly attempted to get around this fatal flaw in their 
own reasoning by accomplishing a gradual transition in the meaning of section 
181(4). First they argue that it applies to “a combination of kinds of insur- 
ance.” A little later it is said to apply to types of coverage combining kinds 
of insurance and then finally they say the statute applies merely to “types of 
coverage.” In the transition we have lost all reference to “combination of kinds 
of insurance.” The petitioners would change the statute from “kinds of insur- 
ance” to “kinds of coverage,” or “types of coverage” contrary to the obvious 
intent of the legislature. 

Secondly, they claim combination can refer to subdivision. However, even 
if this is admitted it still has no application to the instant case under the same 
arguments advanced for “kind of insurance” above. 

Similarly, they say it could refer to combination of parts of classes. Thus 
it can mean a combination of grocery stores and drug stores (each of which is 
a part of a class of risk), but patently this is not applicable. 

Lastly, they say it can apply to a combination of kinds of insurance and 
class of risk. This was discussed above and disposed of. 

While the statutory provision is broad, it is not as broad as the petitioners 
would like it to be. The petitioners could meet the statute by resigning from 
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the bureau for all the kinds of insurance which are included in the CPO or py 
resigning for the mercantile class. This is the only proposition for which the 
Cullen case (Cullen vy. Bohlinger, supra) is any authority. 


Point III—The objections made to the superintendent’s decision by the peti- 
tioners are not valid 


1. Standard classification of occupancy hazard.—The standard classification 
of occupancy hazard is the statistical plan used in New York, and in fact in a) 
States, to develop the statistics for fire and allied lines. It was introduced 
in evidence as exhibit NA 59. Throughout the hearing the petitioners referreg 
to this publication and continually inferred that it was the sole and exclusive 
publication of the National Board of Fire Underwriters, a private industry 
organization (R. 18). It was then argued that this standard classification wag 
being used to define the statutory provision with respect to “class of risk” and, 
therefore, constituted an illegal delegation of legislative powers (R. 20-22), 
It would appear that the petitioners here are merely trying to create a strawman 
to knock down. 

In the first place there is no competent evidence in the record that any attempt 
is being made to use the “standard classification of occupancy hazard” to define 
“class of risk”. In fact the only mention made is the self-serving declaration 
of petitioner’s counsel (R. 18-20). Secondly, while the standard classification 
was originally produced by the national board it was adopted by the superin- 
tendent of insurance of the State of New York on July 7, 1946 (exhibit RO 4, 
R. 249-250), and under section 183 (5, 6, and 7) it becomes his plan and not that 
of the national board. This then refutes any possible charge of illegal delegation 
of power. 

Therefore, the entire portion of the record having to do with the Standard 
Classification of Occupancy Hazard is irrelevant. 

2. Difficulty in making deviation filings.—At several points in the record the 
petitioners press the point that because of alleged difficulties which might arise 
in making deviation filings they should be permitted to make independent filings 
(R. 133-35, 219-221). The alleged facts are not true as shown by the record 
(R. 264, 267-269). 

However, admitting for purposes of argument that this is true, is that any 
reason for ignoring the law? It would appear to be so conclusive as to admit 
to no argument that mere difficulty or hardship in complying with the law is 
no excuse for noncompliance. Counsel for the petitioners are too well versed 
in the law to lay much stock in their proposition so it raises a question as to 
whether they are attempting merely to work on the sympathy of the superinten- 
dent rather than seriously advancing this as a legal argument. If this propo- 
sition were to stand, it would destroy the whole concept of a government of 
law rather than a government of men. 

3. Would be great hardship to withdraw subscribership for the mercantile 
class.—As with deviations, the petitioners likewise allege great difficulty and 
expense would accrue to them if they followed the legal method of withdrawing 
from the bureaus for the mercantile class, ete. They did not allege that this 
method was illegal, but rather that it would create a hardship. The same 
principles applied to deviations also are likewise applicable here. 

In this connection it will be remembered that the fire and extended coverage 
rates prepared by NYFIRO at this great expense for mercantile insureds are 
the basic rates used in the CPC program. It is anomalous that the petitioners 
claim that it would be expensive and difficult to make these rates on their 
own, but they have no compunction about withdrawing from the bureau for 
the CPC, using these very same fire and extended coverage rates which they 
claim they cannot economically produce themselves, to rate a coverage which 
would then never be subject to bureau assessment, jurisdiction, ete. A bureau 
assessment is levied on premiums written and if the premium is written in an 
independently filed coverage; i.e., one for which the company claims it does not 
belong to the bureau, then the bureau has all the great expense of computing 
the rates but never gets an assessment to cover it. This is inequitable to say 
the least. The offers, under protest, to pay some sort of an assessment (R. 
94-95, 201-202) and which were never made to the rating bureau (R. 100, 
201) certainly are not a satisfactory method of handling this inequity. 

4. Partial subscribership.—The record is replete with attempts on the part 
of the petitioners to make partial subscribership the issue here. As stated 
above, this is not the issue in this case. Reference in this regard was made 
to the Cullen case, supra, but that case is not in point. All the court held in 
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that case was that the dwelling class, as such, was the proper subject for 
artial subscribership as it dealt with a class of risk; i.e., the dwelling class. 
It is not authority for the proposition that a coverage applicable to a class of 
risk is the proper subject for partial subscribership. Again to bring themselves 
within the analogy of the Cullen case, if petitioners wish to withdraw from 
the bureau for the mercantile class, then they can legally make their inde- 
pendent OPC filing. ; aes ; Fe 

5. No basic filing from which deviation can be made.—Certain petitioners 
have made much of the fact that as of the date of the hearing no filing has 
been approved for the NYFIRO (R. 363, 400). From that it is inferred that 
as there is no basic filing, there is no filing from which to deviate, and ipso 
facto, the independent filing is the only way open to the petitioners. 

This is an ingenious argument, and, if in fact there were no filings before 
the department by NYFIRO and the other bureaus, it might have merit. How- 
ever, in this case the bureaus have assumed jurisdiction and made a filing, 
a fact well known to the petitioners. In fact not only was it well known, but 
in anticipation they had attempted to limit their bureau subscribership (R. 
82, 198-199). It would indeed create an anomalous situation if the status of 
a filing, ie., independent or deviation, could be controlled and governed by 
such a factor as mere time of filing and nothing more. To introduce a doc- 
trine of preemption into a situation such as this would be chaotic. To reduce 
to an absurdity, any subscriber, if it happened to hear of an impending filing 
of the bureau, could evade its responsibility under the law by instantly making 
a filing and calling it an independent filing rather than a deviation filing, 
which would, in turn, emasculate the deviation section. 

It is our position, that, even assuming that the petitioners are correct and 
there can be no deviation filing without a bureau filing, nevertheless once the 
filing is made by the bureau the independent filing must be withdrawn as it 
is illegal. As the time of approval of the bureau filing and the illegality of 
the independent filing would be concurrent it would be a useless act to con- 
sider an independent filing under such circumstances. 

6. Ruling given to Chubb & Son.—F rom the record it appears that in January 
1957 department counsel prepared a memorandum regarding a proposed inde- 
pendent filing of the CPC by Chubb & Son (R. 414-416). Petitioner’s counsel 
laid considerable stress on that portion of the memorandum reading as follows: 

“By reason of the statutory provisions discussed above, it appears that the 
Chubb & Son Cos., as members of NYFIRO, have a possible choice of three 
alternatives with respect to their filing; namely, (a) resign membership in 
NYFIRO and become a limited subscriber so as to become eligible to make 
independently filings (sic) applicable to commercial property coverage, (0) resort 
to the procedure of minority appeal authorized by section 184(11), or (c) make 
an application for a deviation pursuant to section 185(4).” 

It is submitted that there is nothing inconsistent between that memorandum 
and the decision of September 4, 1957. In fact the decision of September 4, 1957, 
merely amplifies and makes more specific the generalization contained in the 
memorandum. The quoted part of the memorandum merely recognizes the right 
of partial subscribership, which is already conceded here. It went on to state 
that Chubb & Son could withdraw from the bureau and become a limited sub- 
scriber. However, nowhere did it state what the withdrawal would have to 
encompass. The decision of September 4 merely amplified the generalization 
and stated that the withdrawal would have to encompass the whole mercantile 
class, and with this we have no argument. It can, therefore, be seen that there 
is no conflict between the memorandum of January 1957 and the decision of 
September 4, 1957, and in fact one supplements the other. 

7. Comparision with other sections of the law.—Throughout this brief compar- 
isons have been made between section 181(4) and other parts of the law. How- 
ever, there is one comparison which should be discussed in some detail 
Petitioners attempted in connection with their discussion of the deviation 
method to draw an analogy between the partial subscribership portion of the 
statute (sec. 181(4)) and the deviation section (sec. 185). In fact it was 
alleged that they were “strikingly similar’ (R. 28). From this they argue that 
if they cannot make an independent filing, then, because of the similarity of the 
two sections, they likewise cannot make a deviation filing. Of course, even if 
this were true, it would still be no reason for disregarding the plain intent of the 
statute and permitting an independent filing contrary to law. However, as a 
matter of fact there is very substantial difference between the two sections. 
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The partial subscribership section (sec. 181(4)) it will be recalled referg to 
“any kind of insurance or subdivision or class of risk or a part or combination 
thereof.” ; 

On the other hand, the deviation section reads as follows: 

“Such application may be made for a deviation from the class rates, schedules, 
rating plans or rules respecting any kind of insurance or class of risk within 
a kind of insurance or combination thereof.” [Emphasis added.] 

The italicized section indicates a substantial difference between the two gee. 
tions of the statute. It is admitted that the CPC is a schedule or rating plan 
respecting a class of risk. i.e., mercantile, and, therefore, a fit subject for devia. 
tion. It does not mean that it is likewise a fit subject for independent filing 
under another section of the law not containing similar qualifications. The 
two sections are not synonymous and were not so intended. In fact contrary to 
the petitioners’ argument it is significant that the deviation section does haye 
this additional verbiage because it points up the fact that the legislature there. 
by intended to treat deviations differently from independent filings. 


Point IV—Alleged precedents are irrelevant 


During the course of the hearing the petitioners burdened the record with 
repetitive instances of alleged precedents having to do with the instant cage, 
A sufficient answer to all of these would be that multiple line underwriting 
and policies are very new in the industry. The first filing of anything remotely 
resembling the instant contract was approved in November 1949 (R 156-157), 
At that time supervision and industry were grappling with the tremendous 
problems created by the SEUA decision, Public Law 15, and the revised rate 
regulatory laws, which were all passed in the period from 1945 to 1949. It 
must be recognized that these acts created a tremendous upheaval in the business 
and the effect was just beginning to be felt in the period beginning in 1949 and 
continuing through to the present day. It is against this background and in 
these times that these alleged precedents occurred. 

It appeared to be generally agreed that multiple line policies were in the 
public interest and should be made available to the public as quickly as possible, 
In an effort to expedite this movement many emergency measures were taken. 
However, these emergency measures, and the temporary steps taken during such 
trying times, cannot be said to constitute a precedent militating against the 
logical and permanent solution to the problem made by the decision of September 
4, 1957. 

For purposes of clarification, some of the alleged precedents will be discussed. 

1. Homeowners’ policies.—These are multiple line policies for certain dwelling 
classes (R 292-293), and cover against the perils of fire, allied lines, theft, and 
liability, all in a single policy for a single premium. 

These policies were first filed in New York about 1951. At that time there 
were no comparable filings by any of the established rating bureaus and no 
question of partial subscribership arose. Subsequently in 1955 when the filings 
were made by the bureaus, they were made on an agency basis and again no 
conflict arose. However, in the intervening period petitioner, North America, 
withdrew from the NYFIRO for dwelling class of occupancies and therefore 
came within the permissible limits of partial subscribership. They were then 
free to file their own homeowners’ policies. By analogy if they withdraw from 
the bureau for the mercantile class of occupancy, in the instant case, there 
would be no objection to their making the independent filing of the CPC program. 

Therefore, this precedent is not in point not only because the petitioners 
have in this instance complied with requirements for partial subscribership, 
but also because the bureau does not have and never has had an effective bureau 
filing of the homeowners’ policies. 

2. Manufacturers output policy.—This is a multiple line policy covering certain 
types of manufacturing occupancies on an all-risk basis. This alleged precedent 
is not in point for several reasons, as follows: 

(a) Nowhere in the MOP manual or rating plan is there a reference to the 
use of fire or extended coverage rates. This is significantly different from the 
CPC rating plan which specifically provides for use of NYFIRO fire and extended 
coverage rates (R 42). 

(b) The bureau has made no filing of the MOP either on an agency or bureau 
basis (R 270-271). 

Therefore, this alleged precedent is irrelevent. 
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3. Multiple location rating plan.—This program is not even a multiple line 
m and, therefore, certainly is not in point. However, a brief word of 
clarifieation may be in order. 

After the SHUA case the industry was in a dilemma as to how to rate (for 
fire and extended coverage) interstate multiple location risks. The method 
previously employed was believed to be illegal in the light of the SEUA case. The 
existing plan was withdrawn and for a while there was no plan in existence 
(R 127-128). During this time, when there was no bureau filed plan, the North 
America did file its own plan which was approved in several States. However, 
the filing made by the North America and the approval by the department 
(exhibits N.A. 45 and 46, R 114-115) both were specific in recognizing that this 
was a temporary emergency. That the petitioners did not consider the multiple 
location filing to be in point is indicated by the fact that they were members of 
NYFIRO in 1948 when they made this alleged independent filing and they did 
not change their status to that of subscriber until 1950 (R 127-128). In the 
instant case they have made a great point of stressing that the principal reason 
they can make this filing is because as subscribers, rather than members, they 
ean withdraw from the bureau for certain specified kinds of insurance (R 86-89) 
although that apparently did not bother them under alleged similar circumstances 
in 1948. Further they do not even adhere to this principle at the present time, 
as is illustrated by the fact that they have not even bothered to withdraw from 
NBCU, which has made a portion of the filings on their behalf (R 350-358). 

Therefore, this entire portion of the record including the exhibits is irrelevant. 

4. Dealers’ block policies and personal property floater.—The petitioners have 
very dexterously tried to establish and maintain the illusion of close affinity 
between the CPC and the various block policies which have traditionally been 
classified as inland marine coverage. Examples of these latter coverages are 
the jewelers’ block policy, agricultural implement dealers’ policy, musical instru- 
ment dealers’ policies, and a few similar policies, all designed to fit the peculiar 
exposures of a given class of occupancy with particular problems of transportation 
or coverage of valuable or highly damageable items that have been traditionally 
covered by an inland marine policy by virtue of the nationwide definition. 

The petitioners started out by introducing their filing of October 21, 1955, for 
the original seven dealers’ policies, which, as indicated previously, had been 
accepted as inland marine coverage in many States. They then introduced their 
filing of March 21, 1956, which is really the CPC under question here. At this 
point they casually state that this filing is merely an extension of the filing of 
October 1955 to cover a few more dealers (R17). Asa matter of fact, the March 
1956 filing introduced a radical change in the entire program because it made 
all mercantile risks, with few exceptions, eligible for coverage (R 41). It 
includes far more than dealers because certainly drugstores, food stores, etc., 
are not dealers as we ordinarily think of them, or as the petitioners tried to think 
of them, when referring to appliance stores, ete. At this point the tenuous 
relationship to inland marine which the original seven dealers’ policies bore 
disappeared and even those who had classified the seven dealers’ policies as inland 
marine had to admit that the fragile relationship was now broken. The CPC 
is now classified as multiple line, not as inland marine. 

As the orginal block policies and the personal property floater are now and 
always have been classified as inland marine insurance, the alleged precedent 
is irrelevant. 


CONCLUSION 


For the foregoing reasons stated the superintendent of insurance should affirm 
his decision of September 4, 1957, holding that the CPC is not a proper subject for 
an independent filing in the case of a company which belongs to a rating bureau 
for the kinds of insurance and the classes of risks embraced in the coverage. 

Respectfully submitted. 

MULTI-PERIL INSURANCE CONFERENCE, 
By H. F. Periet, Jr., General Manager. 


WorRKING COMMITTEE OF ALL-INDUSTRY COMMITTEE, JULY 25, 1958 


The third meeting of the working committee was held on July 25, 1958, with 


Mr. Harold L. Wayne acting as chairman. The meeting was called to order 
at 10:30 a.m. 
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The following persons were in attendence: Mr. J. R. Berry, National Board of 
Fire Underwriters; Mr. P. G. Buffinton, Factory Mutuals; Mr. C. H. Gray 
Mutual Insurance Rating Bureau; Mr. Hugh Harbison, National Board of Fire 
Underwriters; Mr. C. F. Harrington, National Association of Casualty & Surety 
Agents; Mr. M. W. Mays, Multi-Peril Insurance Conference; Mr. A. 0, Mertz, 
National Association of Independent Insurers; Mr. H. F. Perlet, Multi-Perjj 
Insurance Conference; Mr. G. Potter, National Association of Insurance Agents: 
Mr. W. B. Pugh, Jr., Insurance Company of North America; Mr. C. O. Schaeffer 
National Association of Independent Insurers; Mr. B. Shaw, National Associa. 
tion of Insurance Brokers; Mr. B. A. Twaits, National Bureau of Casualty Under. 
writers; and Mr. H. L. Wayne, Inland Marine Insurance Bureau. 

The following persons were also in attendance, representing the New York 
Insurance Department: Mr. H. Schantz and Mr. J. F. Collins. 

The committee first considered a letter from Mr. Stringfellow, in which he 
commented to the effect that while the working committee must be of reasonable 
size nevertheless there was a limited amount of communication between the 
various producer groups. He stressed their wish to participate in the work and 
proposed that each of the producer groups be permitted a representative on the 
working committee with the status of an observer rather than an active partic. 
ipant. In such case, the producer organization should be accorded the privilege 
of making recommendations on specific points in writing to the committee. The 
other producer organizations present asked for time to consider the proposal 
and it was tabled for the present. 

Mr. Pugh informed the committee that time did not permit him the opportuni- 
ty to prepare the material which he had agreed to furnish at the last meeting of 
the committee. He agreed, however, to have something ready in the near future 
and the committee was of the opinion that it should proceed with its delibera- 
tions pending receipt of Mr. Pugh’s paper. It was agreed that papers of the 
sort proposed by Mr. Pugh would be of considerable help to all committee mem- 
bers in placing before them all of the problems of independent insurers and of 
partial subscriberships and of deviations, from the viewpoint of companies which 
operate independently or which wish to have subscriberships to bureaus apply 
on a limited basis. 

PARTIAL SUBSCRIBERSHIPS 


The committee then proceeded to give further consideration to the partial 
subscribership provisions of the all-industry rate regulatory bills. 
The provision of the two bills were first quoted as follows: 


“CASUALTY 


“Sec. 6. RATING ORGANIZATION.—* * * 

(b) Subject to rules and regulations which have been approved by the (com- 
missioner) as reasonable, each rating organization shall permit any insurer, not 
a member, to be a subscriber to its rating services for any kind of insurance or 
subdivision thereof for which it is authorized to act as a rating organization.* * * 


“FIRE 


“Sec. 6. RATING ORGANIZATION.—* * * 

“(b) Subject to rules and regulation which have been approved by the (com- 
missioner) as reasonable, each rating organization shall permit any insurer, nota 
member, to be a subscriber to its rating services for any kind of insurance, sub- 
division, or class of risk or a part or combination thereof for which it is authorized 
to act as a rating organization.” 

Emphasis was laid upon the words in italic above. 

Mr. Harbison first referred to the provision of the casualty law reading “any 
kind of insurance or subdivision thereof” and took the position that the law was 
very clear on the point at issue. He stated that if residence liability is assumed 
to be a proper subdivision and a carrier subscribes to a bureau for residence lia- 
bility, the subseribership in that bureau for the residence liability applies whether 
the residence liability is rated separately or is rated on an integrated or com- 
posite basis with other coverages. It was his opinion that the wording of the 
law permitted no other interpretation and futher the the bureau believe that 
they could not function properly if the law did not so provide. 
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Mr Pugh stated that he believe there were two problems in connection with the 

partial subscribership question : 
(1) Relationship of a company to a bureau, and 
(2) Right of a company to file a package independently. 

Mr. Harbison took the position that the casualty law permits a company to be 
a subscriber for (1) a kind, or (2) or subdivision of insurance; and repeated his 
prior residence liability example. ; 

Mr. Mertz commented that we were not dealing with the casualty law alone but 
also with the fire law. Mr. Harbison agreed and stated that the same principle 
applies to both the casualty law and the fire law. He took the position that bu- 
reaus believe they cannot exist on the concept that an insurer can subscribe for 
the rating of residence liability by itself and then can do as it pleases when the 
residence liability is rated on an integrated or composite basis with other 

y S, 
oor Mertz and Mr. Pugh cited the example of the former MPIRO setup and took 
the position that if it was permissible to establish a bureau to rate the package 
policies separately, it should be permissible for an individual company to make 
such filings separately. It was agreed that insurers which are not members of or 
subscribers to rating bureaus and which act wholly independently of rating bu- 
reaus may make independent filings involving multiple line rating. The example 
of the personal property floater was brought up. It was noted that since the PPF 
may be rated under either the casualty or fire rate regulatory law, it is permissible 
to make a selection of the law under which it is to be rated. 

Mr. Graves took the position that the right of companies to be partial sub- 
scribers is circumscribed by the right of rating bureaus to adopt reasonable rules. 
Mr. Schaeffer stated his opinion that when a company belongs to a bureau for a 
given coverage it is bound to follow that bureau’s rates and rules for that cover- 
age; but if the coverage is incorporated into a package with an indivisible pre- 
mium, the coverage then loses its identity and the company should not be bound 
by the bureau’s rates and rules for the package unless it so desires. 

Mr. Harbison stated that the insurance does not lose its identity when the rating 
of the insurance is combined with the rating of other lines and that as a matter 
of law and of fact, the insurance itself—whether of line or division, or class— 
retains its identity as such. Only the rating is changed. Mr. Schaeffer replied 
that the parts have lost their identity in contracts such as the homeowners’ con- 
tract. The discussion developed a clear difference of opinion in the committee on 
this point. 

ac Sexy asked if adoption of the viewpoint advanced by Messrs. Mertz and 
Schaeffer would not lead to rating by contact rather than by line, and if that is so, 
where is the line to be drawn as to the bureau’s jurisdiction on each contact as it 
develops? Mr. Pugh took the position that this raises question as to whether a 
contract such as the homeowners should not be held to be a separate class of risk. 
Mr. Graves pointed out that under this concept every package would create a 
different class. 

Some of the independent companies suggested that the bureaus get together 
and designate a single bureau to rate such business or form a new bureau to do so 
and were of the opinion that if this were done many independent companies would 
subscribe to such a bureau, thus minimizing the problem. Bureau representatives 
took the position that the present bureaus, for reasons good and sufficient to their 
member companies, want to retain the jurisdiction which they currently have and 
which they believe is necessary for proper and correlated rating whether done sep- 
arately or in combination, and that this is contemplated under the existing law. 
It was their position that some independents want to use a bureau whenever it 
fits their purpose but be free from all responsibility when it does not fit their 
purpose. Mr. Wayne pointed out that the reason the bureaus want to retain their 
present jurisdiction is because their member companies want them to do so, and 
as long as members companies believe that this retention of jurisdiction is neces- 
sary, that will be the position of the bureaus. 

Mr. Mertz stated that he meant no criticism of the bureaus, but that he was 
merely repeating what he thought was the view of some companies and insurance 
department that the present hand-in-hand filing method is cumbersome. It was 
stated that this had been discussed in a previous meeting of the committee and it 
was believed that a proposed joint filing method would avoid the administrative 
difficulties of the hand-in-hand filing method. 

Mr. Berry stated that under present law, carriers can be wholly independent 
or can become subscribers to bureaus for the kind of insurance or subdivisions 
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or classes of risks. Many companies, large and small, believe in rating bureays 
and have stayed in them and operated them and the independent companies have 
avoided the burden of running the bureaus. Now comes a proposal that when the 
rating of several kinds of subdivisions of inusrance is combined, the combination 
of the kinds or subdivisions of insurance so rated becomes a different kind of in. 
surance. This proposal or concept would permit all companies, whether men- 
bers of or surscribers to a bureau, to be independent as to that given Policy. It 
does not seem possible for bureaus to continue to exist if that theory were adopted 
If it were adepoted, then it can be expected that many large companies would 
adopt the approach currently being taken by some of the independents. 

Mr. Mays took the position that it was idle to talk of running a rating bureay 
on a basis that member companies would be satisfied to remain in the bureay if 
subscribers could be in or out as they wished on interline rating. He pointed out 
that the bureaus are formed under specific provisions of law which establish the 
ao of the members to act in concert and that he did not want to destroy that 
right. 

The committee adjourned for lunch and reconvened at 1:45 p.m. 

Discussion continued with respect to the problems of partial subscriberships 
and the position of bureau members. 

Mr. Harbison again repeated his understanding of the position of the bureay 
companies that it is proper and right that each bureau be permitted to maintain 
jurisdiction over the insurance which it rates whether rated specifically or rateg 
in combination with other kinds of insurance. At the present time the bureay 
companies believe this is the only basis upon which they can exist and sub 
scriber companies must recognize the reasons for this bureau attitude and the 
feeling on the part of the bureaus that any relaxation of that position will destroy 
the bureaus. The independents again asserted their positions that subscribership 
to a bureau for a specific kind of insurance does not carry with it a requirement to 
accept bureau jurisdiction over that kind of insurance when the rating is on an 
integrated or composite basis with other kinds of insurance. They took the posi- 
tion that when the rates were combined into an indivisible rate or premium a 
separate coverage or kind of insurance different from the component parts was 
evolved. Mr. Pugh stated that this position had been generally established by 
the North America in some 37 to 40 jurisdictions. Mr. Perlet pointed out that 
the idea a different kind of insurance evolves when an integrated or composite 
rate is developed for several kinds or divisions of insurance is not so and referred 
to the automobile comprehensive loss coverage as an example of an integrated 
rating and no change in the kinds of insurance included therein. 

Mr. Mertz pointed to the differences in opinion between bureau companies, 
which believe that a liberal interpretation of the partial subscribership section 
would bring an end to the bureaus, and the independents who believe on the other 
hand that it will not do so, but rather that it would encourage bureau subscriber- 
ship. He stated that while it had been argued several times in the past that 
relaxation in the requirements would result in a breakup of the bureaus this has 
not happened. 

Mr. Wayne replied that one of the functions of the bureaus has been to pre- 
vent chaos in rating and that a number of member companies of bureaus are 
merely marking time today in the hope that the situation will correct itself. He 
stated further that it was wishful thinking to believe that bureau members would 
stay tied forever under the kind of relaxations in bureau rates and require 
ments which are being urged. As a phase of this problem, reference was made 
to deviations. Examples of some deviations which had been approved were cited. 
One example was quoted of a company that had $87 earned premium for a class 
of insurance in one State and had been permitted a sizable percentage deviation 
in that State. Certain parties took the position that all deviations should be 
justified with the same statistical data required at a basic filing. On the other 
hand, it was pointed out that some insurance departments have taken the view 
that they should grant deviations freely in order to encourge competition. In 
connection with this, it was stated that the law is specific with respect to the 
justification necessary to support deviations and that there is no provision in the 
law for granting a deviation on the basis that it will encourage competition. 

Mr. Perlet asked whether we cannot evolve some basic principles with respect 
to the subscribership sections and stated that the statutes outline the rights of 
an independent company, so far as partial subscribership is concerned, ie., that 
a company as a matter or right can subscribe to a bureau for a kind or subdivision 
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of insurance subject, however, to reasonable rules and regulations in connection 
therewith. On the other hand, a bureau can if it so chooses waive jurisdiction 
with respect to a kind or a subdivision of insurance. This, however, is purely a 
matter of bureau right. ‘ 

The committee adjourned at 3:45 p.m. with Mr. Graves of the mutual bureau to 
be chairman of the next meeting and the meeting to be held in the offices of the 
Mutual Insurance Rating Bureau at 111 Fourth Avenue, New York City. 

Respectfully submitted. 

H. F. PERLetT. 


MEMORANDUM 
JULY 29, 1958. 
To: Mr. J. Raymond Berry, general counsel. 
From: Ray Hughes 
Subject: (1) Deviations and independent filings; (2) growth of certain insur- 
ance companies. 

(1) Enclosed are summaries of replies received to date of the questionnaire 
sent to the rating bureaus of the several States. We have yet to hear from 
Arkansas, Oregon, Virginia, and Washington. 

As to independent filings, we are to hear from a number of Pacific Coast States 
in addition to those listed above. 

These summaries are all in rough form awaiting the receipt of completed 
questionnaries from the four States listed above and supplementary information 
from other Pacific Coast States. 

(2) Also enclosed is a statement showing the growth of certain independent 
insurance companies between 1947 and 1957, as well as the growth of two bureau 
companies during the same period. 

In each case the independents outdistanced the bureau companies in the rate 
of growth of their assets and net premiums written. The same holds true for 
policyholders surplus, except in the case of the Allstate Insurance Co. where a 
72 percent increase was reported during the period. This compares with 
increases of well over 1,000 percent in both premium writings and assets for this 
eompany. 

Three of the independents are companies specializing in the automobile field- 
the major portion of their writings being automobile-casualty lines. 


Growth of certain insurance companies, 1947-57 
(Dollars in thousands] 
I. INDEPENDENTS 





Net premiums written Assets Policyholders surplus 





Per- 






1947 1957 cent 
of in- 
crease 
Allstate Insurance Co__.___. $22, 121 |$287, 201 |1,198 | $28,065 |$297, 278 |1, 315 $9, 422 
ce Co. of North 
a 77, 731 | 180, 225 132 | 212,719 | 657, 625 209 | 120, 921 239 
Nationwide Mutual Insur- 
ance Co. (Farm Bureau 
Mutual Automobile In- 
surance Co.)............_- 26, 743 | 126, 286 372 29, 162 | 164, 685 437 464 
State Farm Mutual Auto- 
mobile Insurance Co._____- 72,851 | 341, 391 369 77, 590 | 416, 493 437 435 


II. BUREAU COMPANIES 


Hartford Fire Insurance Co- 


( 101, 206 
Continental Insurance Co__- 


20, 983 


158, 543 
72, 428 


57 
42 


208, 875 
170, 696 


468, 252 
401, 487 


124 


135 | 107, 680 
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A. DEVIATIONS 


QUESTION 1.—Number of deviations on file 











1 Estimated. 

; No deviation section in Missouri Rating Act. 
1949. 

41955. 

















51946. 
#1950. 
7 State made rates. 
































1945-46 1948 1953 1958 
y~ 7 cs. 
Pacific Coast States, Alaska, and Hawaii: 
RE Badicch nts token cbeckdy cccnenbintdinGwakewntabbedtante D ehacbemah 0 13 ; 
I ee nitrite aighhn abe deed we buntde enna adele aaeae ee 1 43 100 
Teen a eee eee 52 266 | 365, 
Re Lie a gE FOR PR GS SE Se OF feahasceacctaceuares 16 
DEE See ee go oe oe 5 tiene nnn kadadsdbaweusonee 8 14 81 
Ne een: ante pain tld caingsind aceasta Renae meee 15 54 66 
eC Same ican ne oad tah ig ipa ices te ender asin a oe Wea career 0 36 76 
EE eR Ses Seni cies oaaco Sande ees mamencedanee ma noe sie seeonandeetaaeiCekees haan ee nnn 
SER Reninvienececinsccntinndanewndevssceadaminenye irra ieeerety ‘ 2 35 % 
Washington... ---02---- non. nnn snnecen cen nscenesesnee-=[oces---===|--sneaneerle~-exeamchetee 
* —___ 
NNR sos 2 Sik ih eSSSI 6 ween nedeedsdedbageabaslcnwd’l. dschlincehecSLyOUL thi 23 slag 
Rocky Mountain States: aie te 
RPM din tia shbahvbhrodddiecidu danaducidesceddiontduabues 1 15 20 87 
OT NOG SS 8 ire 8 ono Shika nig tks nnpttndawscend $e bbeadesBfee- 0 15 15 50 
Ee ate ee at eee ee eet ow eee 0 15 ll 54 
Pere EEL Re nls cots dl Uo Bide AAebidcsumee suk 1 15 46 191 
Middlewestern States: 
RE sien Sin cwadsdnncns< San georessscgsnnpunyleytnnas ai Lunbieunaienil eas a~weenes oawaeeastn 
BRAT STOP TET a EY PEM IS CFE EOE 8 12 85 is 
UII UU an ccccncscctucedenscnsocecnenddnensunenoul 11 23 lll 105 
TN. 5 tanansngctuencnnasctiancnrbnnmeetegierten=ihatins 18 44 31 159 
asin Sin ak iranian aon aah linn ara deinnenennn nen een ehh tee e-sanes 43 135 279 
NN dn tow Sah So BS dd one nh badu de bwteds Ufa eucedeew 35 83 RI 
I iid cecdnedlntndnkbocdinanintinddaauniawnnsiineeeeh 12 34 71 72 
SR Aininin coke Aes acnhneag peta babtehre pastas bonnheni i emati 55 140 247 
NNee ee TT en een ce ote cae ee te naka 35 45 90 
rd 2h SUE hs de dave acdd donne a dan dubab ese dokancwe (?) (2) (?) (2) 
DITOR oo) ncnedesininss> nentilhin ns bie Sepad isan abee + degssem 35 93 141 
EE ncvinnankianannierinedapneienneuneobbaceepieiin 24 21 41 109 
ee ae dng test tangceannadssinegs asngeergese_nsan 2banentaemmnannen 20 148 211 
Rp, 350s Son ee sale baa en te Led BS dewean 3 42 49 155 
IN 5 linac hs als dncisialasboubnedtcaminainiswainic weil 21 27 52 127 
aa itl at eal hind een addeaaacisel ail 2 4 28 85 
PUI sto Eee ak endancadousnndoneaascoe 64 &4 93 136 
Pa parce in iarinike dina ddketd dee ccntindedtdckdnnndl sede cieben anedanecdeledeknadeee 
Middle Atlantic States and District of Columbia 
NAN iin teh Uh icbddccassndidieonacnvanppednewapgeiead 0 15 54 56 
BOE Oe COINS, ince ccm ccnenontbdncdb beat Sek tite nth lnecanbidieladmmsadane 424 36 
a ae 19 21 69 
Se ccechacdadestacennncocatbhhgledalseasetansosewt 1 2 5 8 
DOO: BOER cconctecccsscsncccnweccsusnecssesbeticnusecteusecca we sesnsteued 39 39 16 
I esi cdl ten ctinis sisi solo ap weaipisianceaseebe Minierelipiiink denies 0 ll 98 143 
Nahe cieiactnlelvinsbedps erecemrenaiaqeern Gredtaeheremnnrpsdoiningneabihapiamtabiaewauart 1 56 241 388 
New England States: 
Senthil tecdida ccedacouseheusnnctdcencwee peadeekn ss 0 12 26 50 
IN tek SA Rinknkact Iiueidesnudaneetpne hactatieh tp dedassou 0 3 7 51 
I an cake eCluducasavosapdasmdbwesieektidaecneed 0 3 11 40 
I OR i ncndlnsemacinnreicsuneviniattiaeeinnmuainmmad 2 2 2 4 
RR RS: SD RR, AEST ANE SES, 0 1 12 60 
RS I Re eRe A 0 0 16 56 
art An Se rede tease biddabebnncheeeeeneteseaeee 2 21 74 261 
South Atlantic and Gulf States: 
I tl cel a a 10 539 34 75 
Se BR CLS ORE See Rv 3 12 33 98 
Tee aa 0 628 37 80 
| SES SS oS Oe SEE ee LL 1 1 4 19 
a eee ccaicahsincelsoicich acta etniicsdaone Pinnacle Scinakdhdies ec een 2 
I a iN dal lesen ag emma 3 6 13 14 
nan nnetatdeedhousbdebenaidhehike 49 55 49 79 
i i dissenter ial cacti Riese asada (7) (7) y (7) 
NS il lt a nn ibaa bales abe ma Seabine (7) (7) 1) (?) 
TS, 2k, AA SS Bk oe ee Sh boa 41 72 103 
SNE is cg heb a cainaduiadencitstetncietidatin tp das been ena cleaen eo ahah bk tui ds eas tstsinn ea 
Total 
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QUESTION 2.—Number of companies filing deviations 
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1 Estimated. 
; z en section in Missouri rate law. 


5 State made rates. 


| 
1945-46 1948 1953 1958 
=T _— a ———_ — ie - ares 
| Rule Rule | Rule Rule 
Rate | or | Rate | or Rate or | Rate or 
| form | form form | form 
a ek. a baat eee eae ah eae i 
_— “i ———— 
Pacifie Coast States, Alaska, and | 
awaii: | | | | 
a a ae = 0 | 0 13 12 | 1 | 3 
Arizona. ------ ~22-+--------------|------- |-------- 1 0 38 31 | 47 | 41 
aE nat cccatagatns Liehesoes Dende 32 | 22 92] 104 | 77 | 86 
Week....--<-44+-- ------------ |------ | ~-------|------ |--------| 1 1 15 16 
re cneederenedeneet es | 0 |.----- 8 0; 11] 2 18 47 
Montana. .---------------+------ |--2re2--|-------- 8 6 43 | 36 33 33 
Re Boe cccteane~ | nperanaloosenees 0 | 0 31 | 30 | 26 35 
Oregon... -----------------------|--------|-------- Jrorsaog-lreeceess 2---z--|---- o---=--|------ 
EN i eee S eettats 1 2 31 32 42 47 
Washington. ---.----------------|~-.-----|--------]--------]--------|-------- |--------|--------|-------- 
Subtotal.--..------------------ ernie wb Bete sey ay eed ea prone erm ae ae en et ent eee eePd 
ky Mountain States: se 
Roc Celarss ae eR 1 0 15 0 7 | 13 29 38 
New Mexico. - -.---------------- 0 0 15 0 6 13 13 34 
EE ib Dinwneessapapeen 0 0 15 0 3 12 15 32 
cr eit aineiraenipiannid ace 1 0 1 5 0 16 38 7 104 
Middle Western States: : , = 
Arkansas. ....---.---------------|_.......|--------|--------]--------]2..-__|--- =~} a 
Tilinois. . ..-....---------- ------- 7 0 1 11 15 60 15 71 
OO fe: ¢ 2 ll 9 18 7 25 48 
PRIN oo occcccccennnces-o----- 1 17 6 35 17 10 7 84 
TOWO.ns--< 22052 555------2-552---]_.. 2... ]----.--- 22 15 44 52 64 95 
Kansas_....---------------------|------.-|------=- 17 18 7 41 76 178 
EE vicdabidecwnccbuigqins 1 9 4 14 14 23 7 17 
PM ono 62222204 02005--] 53 [<eeeen- 24 28 33 84 55 119 
Ee pe ee 23 12 31 14 47 33 78 71 
DR oesidenenccnedugsvecee= (2) (?) (2) (2) (2) (2) (2) (2) 
Nebragka..............---.-...---- ac cg gadis eae 12 23 38 55 57 84 
as ee 16 8 14 i 19 18 41 41 
a cide cask ikeimere lisa do 6 siaia Manion Gere 14 9 98 92 95 69 
Ep idcedicennasseresuss he 32 40 15 26 46 109 
ICN. £56 cn casonchone 15 6 18 9 25 21 49 47 
ED cnduciccbepecadcn sedan 0 1 2 1 1 5 3 2 
Wisconsin__.........-- Kthacbeion 39 22 53 23 50 7 75 7 
PR tiedndgsnnascpepenens|...4 nnvafonccidcs[uscukees eeeessse he oces ls oe ee 
Middle Atlantic States and District i 
of Columbia: 
Delaware... -.----- iessihoe stows 0 0 15 0 15 40 24 29 
a 0 sin bie eaiew bi Li, cant Rin aaniilelsike sac Rewlneiued 8 34 11 33 
NG kiid Eehaaaseetacminnbii tS" Me scours 19 0 21 0 34 0 
a a 1 0 2 0 5 0 8 0 
Re etde te Siac ckchoampen. Pte 39 0 17 19 24 34 
PE oe cncct on cannn 0 0 11 0 46 51 66 44 
tt idtabibideictbadiacn 1 0 56 0 112 144 167 140 
New England States: ae . 
ee eee 0 0 8 4 14 10 20 21 
8d ake nknnwdbes 0 0 2 1 2 5 7 25 
eeeens. .i55......5...4... 0 0 2 1 4 6 12 20 
New Hampshire............_- 2 0 2 0 2 0 2 2 
SE ee 0 0 1 0 4 7 10 31 
ieee eae 0 0 0 0 0 16 | 5 38 
i icisihninniinaiamnbagiesens 2 0 15 | 6 2} 44| 56 137 
South Atlantic and Gulf States: > . eno Rive) colin rons qemawne Ware ? 
Da ce cote ok 6 12 27 34 0 44 31 
NI a elessiarincbiniuingnd 3 1 6 2 0 | 2 0 
ER tnccdacdesonnanguteaean 0 0 428 0 34 3 7 41 
“as RNR GORI 0 1 4 0 | 15 14 
LT | PE E a Oe ey Bo 24 | 0 
North Carolina.................- es sy re F es oe 
South Carolina................_- 14 29 13 35 35 52 ; 
Texas De kaek ouciindet cea (5) (5) (5) (5) (5) (5) (5) (5) 
EE erties iian sites sei (5) (5) (5) (5) (5) 1) (5) (8) 
TN 31 22 31 25 24 | 33 31 | 44 
NN Be col Rese te Ss L 5c senoo vied ons wi ameeiaibeat Meee eae 
aati die Mesa i ae sags sated Stee 
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QUESTION 3.—Number of member and subscribing companies 

















194546 1948 1953 1958 
— 
Pacific Coast States, Alaska, and Hawaii: 
192 190 194 
230 247 273 
105 105 131 
180 220 250 
225 227 
197 198} 3 
Rediichiesinctshiuncovagepsumecapanitumneisstesntpegune peste 216 | 280 | agg 
Rocky Mountain States: 
SE 6h oe hE pi acecndas eb Bes sceceseiouesadcscscueues 246 238 247 284 
ST als niin nits amon ct Mewicaemsuccwasaaeasdcsah conn 162 183 210 46 
Pg perp ecinrndcecuathanssissecernsundesaseaccaeess 167 191 197 221 
Middlewestern States: 
MERE Ceikeshccaccaccscdiuesechubabsveqsnnecéackassashontccsaia pa |oonnsceeeets sue eene ene 
eka e EE ienintatin dain chu Rie cant pabbaies te tadanak sass 265 264 291 | 3g 
PENN s Chic pisccachapsccccabapeaccdnGasccseg ayes 259 256 251 2R8 
khaki rke = Sap nek ctafounuiobtesocectubicennns ee es 267 254 266 322 
DO arg ene ct cata wi nenoewnenassnseese seapees ceencactasseres 226 229 |......, kee 
Cg innmads chaLsetbabscsasesstaabowecsnssnacoeapaceed 261 241 262 313 
Se See ehdtenacasn$ Suen scbsbadscéécdpandtesatansatfucmemagh ie ckes 235 300 
Rc pcicimininicnsnnsond bapeddndvenaniwemisaaalsss.eeews 284 278 274 317 
oe a a sttaechbucddebeegtsatinleesscaamnes 258 250 273 302 
CO eee kee s ChacuR spa a ERG senaa eh cek 284 320 289 348 
RE Dib ONb ind cacdinctnsisnensinnedencescqessasesaasees 199 213 256 2 
Ea cicbdceteanseteBbuicicecwanetateywedecapacts 163 165 178 219 
Rein anpdamesniesdioatens thasstat di pssaidisasssocscbeas 340 282 353 319 
Nie Dh os cde Diss dscsuabcartdbiapns sadueqswedtgussnapuepecess 1274 257 296 
I id ckm ade abcbeatenck Menracaoeenseagaamas 183 174 202 234 
ED Sta 5te io dhuaetalnauksacestbcbcodatwetuassecnlis 230 219 258 317 
EE ble tntaiintite nuns tbdccacisitbadenncascsscepenede 325 301 305 332 
Middle Atlantic States and District of Columbia: 
BR 6 Mint cnintinnenagulncdntubsvenwsaquesasnsacwaben 335 362 361 
I aE a in2s6 nc gnbcc pinch seenvesaideassnegucecs (3) rt) () () 
EE Se etbeeesa nce cenatobbwesungcbbonisathekad . 249 263 289 
Eten cinivecdccn=tickicubbecsd@sadeacenncake ross 252 240 240 270 
a aki ss ade umalindinsipcinibinne deep hakndaee 273 251 259 271 
SEIN iia det ctansiseciguctanhaduaseaddatnssagesesss 335 362 338 261 
New England States: # 
Connecticut 368 379 380 374 
CE  tietit sense cea ageenasapabecoscesey 368 379 3380 374 
ee ee a oe actbah ap qusinduckewbengag ews 368 379 380 374 
Ne Scola sb bth ineosndapabhawibanieencashahses 171 174 176 199 
I icici sag remem pas wew ean janine Earl 368 379 380 374 
ND aR IN SU pha wes cegicccns capers secnasawedan backee 368 379 380 374 
South Atlantic and Gulf States: 
ES Cie cintn teh dn ecksedsd demand bieeteaminiheiccedadeiuateghawes 216 256 236 
he Sie ian deen De nkinnsclinvetapancins oqo banyavateleesspuakeee 234 273 354 
cies tis ancnatinbnddcbndnkeningipacddamsiacaagshrbagescpeheehek 228 263 312 
ain Cae baacdicndnnduussachapemconssdubwansongetasntang@enseeehousscesecsig seer 295 
it his ons sin an ne ine tiene cna panwsndansswnccsupedecsins$ebubbisledsscsesschsouneee 
dicta cins sinciisleysiie bein mhenh diiealmiitnitisanmiat 323 316 353 352 
ce R ene nenew cede cinssmapdchaceedmwsentanhassesuahurassetpedtieled. 252 307 
tain sedenie dane cnsege scsi GMiitcindn hieeenseeR ene (‘) (*) (*) (4) 
ish S qn biwsep quenesndccacsiensqpensenccqunscccqapace () (4) (4) *) 
is 5 cakigeeensndnandninnskunguecigecsictbemeen 278 225 248 








1 1949. 

2 All companies must be members. 

3 Information furnished by New England Fire Insurance Rating Association, but not for individual 
States, except New Hampshire. 

4 State made rates. 
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QuesTION 4.—Hearings on deviations at which bureau appeared 


SSS 


a 


Pacific Coast 
and Hawaii: 


Alaska - - -- 


Arizona 


California - - 
Hawaii-.-- 


Idaho---- 


Montana. - -- 


Nevada 


Oregon. ...------------------ inter 


Utah-.-- 


Washington 


Subtotal 


States, Alaska, 


Rocky Mountain States: 


Colorado 
New Mexi 
Wyoming 


CO - 


Subtotal__-- 


Middle Western States: 


SL 6... ss. 


Illinois 


Cook County_ 


Indiana - 


lowa. 
Kansas. - 


Minnesota 


Missouri 


Nebraska 


North Dakota------ 


i 
a - 
South Dakota bis 


Tennessee 
Wisconsin 
Subtotal 


Middle Atlantic 


States 


District of Columbia: 


Maryland _-....-- Sibaaeapieniies 
ES Se 
New York (11, 1945)____-._. 
Pennsylvania. _-._- 


Subtotal 


New England States: 


Massachusetts... ...._.- 


New Hampshire 


Rhode Island 


Vermont 


Subtotal 


South Atlantic and Gulf States: 


Alabama 


Florida__-- 


Georgia 
Louisiana 
Mississipp 


North Carolina (13, 


13, 1947) 


South Carolina 
ry. a ee 


Virginia 


West Virginia 


Subtotal 



















































































































































































1948 | 1949 | 1950 | 1951 | 1952 | 1958 | 1954 | 1955 | 1956 | 1957 | 1958 
| 
dhe lat ie ie all aaa a 
od 
0} 0 0 0 0 0 0 0 0 0 0 
0} 0 Oo} 11] 12 0 0} 14 0} 31 11 
0} 0 0 0 | 0 0 0 0 0 0 0 
o| oO 0| 21 0 0 0 0 0 0 0 
0 0 0 0 31 21 21 76 0 0 0 
oj of of} of of of of 12] 11] o 0 
0 0 0 0 | 0 | 0 0 0 0 0 | 0 
“4 1 | “e] 137 Of OF OF ML OL h6l er 0 
-- | --- ---- ~a-|------} - -- _ | eee} ‘nn 
aaa ee ee 
oO}. CO} Of '¢ 0 0 0 o| oO 0 | 0 
1. Ah 0 0 0 0 0} oOo 0 oo} oO 
0) ) 24% 0 0 0 0; oO 0 0 | 0 
o|__0/}__0/ oO} oO| o; o| o| o| 0o| 0 
ee 0} sa) et s| ' a ; a: | 0 
O}) Om OF 024 oe 0 0 0 0 0 0 
0 | 0 0 0 0 0 0 0 0 0 0 
0} oO} oO 0 0 0 0} Oo 0 0 0 
Bt) Os i 0 0 0 0 0 0 0 0 
0| oO | 0 0 0 0 0 0 0 @} 41 
0} oO 0 0 0 0 0 0 0 0 0 
04. .91. 8 0 O} t1] 11 0 0 0 0 
O;O%;O!]O!@!]o!]@o!]le@ol@le@ele 
11 0} 2 0; oO} 12 0 0 0 0 0 
0; Oo 0 0} 0 0}; o| 0 0 0 
0 0 0 0 0 0} 41 0} 21 0 0 
0}; oO | 0 0 0 0 0 0} 11 0 0 
0; 0 0 0 0 0 0 0 0 0 0 
0| 0 0 0 0 0 0 0 9 0 0 
(s) | () (5) (5) (5) (®) (5) (5) (5) (5) (8) 
11] 0 2 0 0 Oo] oOo; oO] Oo 0} _0 
0 0 0 0 0 0 0 0 0 0 0 
®oO;O;O;}]O}]O!]O] 6] O}] @1 oO] @o 
0 0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0} 31 0 0 
0 0 0 0 0 0 0 0} 24 0 0 
1 0 0 0} 11 0 0 0 0 0 0 
1 0 0 Oo} 11 0 Oo} o| 32 Ol, 6 
0 0 0 0 0 0 0 0 0 2 0 
0 0; 0 0 0 0 0 0 0 0 0 
o| off 332i} of of of of of of of o 
0 0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 0 
3 | ee es 
o| olf 33 }} O} Of of} of o| of 2 0 
0 0} 11 0 0 0 0 0 0} 11 | 0 
0 0} 11 0 0 0 0 0 0 0 0 
0! oO 0 0 0 0 0 0 0 0 | 0 
o| o}| of of o| o}| o » | 0 0 
Oo; oj] #@ 0 0 0 0 0; 0 0 
0 0 | Oo} 31] #82 0 } 31 
0 0 ®| 21 0 i) 
, or] ae hot o| oO | 6! @. 0 
‘Sm eee od | corns ea = en 


On call of insurance department. 
3 At request of bureau. 
3 At request of company. 
‘ No deviation section in Missouri rate law. 
5 Bureau has no right to hearings on deviations. 
* No provision for hearing contained in law. 
? Commission held bureau had no right to a hearing. 


47932—60—pt. 7 





23 





Sy een peer 








Pacific Coast States, Alas- | 


ka, and Hawaii: 


RR Lo pwc acenkacel 


NR Ss eras my 
Ricca cad nance: 


Rocky he ountain States: 
Non 
Middle Western States: 


Cook County----- 
Minnesota..--...----.-- 
a = 
Oklahoma. --...-.---- 


Middle Atlantic States 
and District of Colum- 


Pennsylvania..-..-.--.-- 


New England States: 
OConnecticut.........-. 


Massachusetts-_-.-..-.- 


South Atlantic and Gulf 
States: 

DN. 6... ni ninesas 

North Carolina. ---.-- 


South Carolina. ...-.-- 
West Virginia.......- 
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Company 


Warners Reciprocal Exchange_._.------- 
First National Insurance Co_-_-------.-- 
Farmers Home Mutual Insurance Co--_- 
Underwriters Insurance Co 
General Insurance Corp-.- pithconees 
Houston F, & C. Insurance Co-..---- 
Harbor Insurance Co-_.------- ae 
Canadian Fire Insurance Co-__-_-- 
Harbor Insurance Co__-__-- 
United Benefit Fire Insurance Co. 
Natlonal Farmers Union Property & 

Casualty Co. 
State Farm F. & C. Insurance Co_-_---- 
Inland Empire Insurance Co-_- auth 
Farmers Home Mutual Insurance Co--- 
Bankers & Shippers Insurance Co 
First National Insurance Co 
General Insurance Co...-.......-----.--. 
Northern pS 3 a 
U.S. Fire Insurance Co-_-_-..- 

tiacier National Mutual Insurance Co-- 
Standard Reliance Insurance Co 


Apex Insurance Co...........-.---- adele 


Citizens Fund Mutual Insurance Co-.-- 
Federal Insurance Co 


Iowa Mutual Insurance Co_____-------- 
United Benefit Fire Insurance Co-__---- 
Uniead Benekt Fire... 5...-.2......% 
Premier Insurance Co..-.-........-.-..-- 
Fireman’s Fund Insurance Co...------. 
Nationwide Mutual Fire Insurance Co-.- 
Employers Mutual Fire Insurance Co- 

Southwest General Insurance Co 


Merchants Indemnity Co_-.-.--..-----. 
North America Companies..-.....-...-- 
Government Employees Insurance Co-- 


Pennsylvania Lumberman’s Mutual. 
8 out-of-town specialty companies. ---.--- 


deg ee Employees anes Co-- 


Employ ers Mutual Casualty Co_.-...-.- 
N -_ America en Lapis aicasgceanel 


Security Insurance Co. of West Virginia. 
NOI NE . ccbucennenacucus pis 





Insurance Co. of North America__..-.--.|__- 





QUESTION 5.—Bureau opposed approval of deviation 


Subject 


Rates. _ 
Rules_ - 
Rates and rules. 
Rules_. 
etd 
ae eee 
a RS 


Rates and rules_- 
Rates... ...- 


Rates and rules_-| 


<a cnsanaine ‘ 


Rates and rules_- 

SE gcc cadens 
Rates and rules_. 
We: eee 


Rates and rules- 


ati eae 


ccnchongl acme putas 





January 1951, 


January 1959. 


| June 1952. 


| February 1955, 
| May 1955, 


June 1955, 


Se ptember 1955. 
February 1957, 


January 1958. 





1951, 
1952. 


| 1953, 


1954, 

1955. 

1955, 

1955, 

1955, 

1955. 

1955. 

June 27, 1955, 
Dec. 1, 1955, 
January 1956, 


Dec. 23, 1948. 
Aug. 31, 1950, 


Aug, 28, 1951, 
Nov. 26, 1957, 
1951. 
1951. 
August 1953. 


November 1954, 


July 6, 1954. 
Apr. 17, 1956. 


December 1956, 


Oct. 9, 1956, 
1945. 
1956. 
1948. 
1952. 


July 1, 1957, 

Aug. 28, 1957. 
Mar. 10, 1950. 
Apr. 13, 1950. 
Apr. 12, 1950, 


1957, 
1946. 
1947, 
1951. 
1952. 
1952. 
1956. 
1956. 
1956. 
1956. 
1956. 
1956. 
1956. 
1956. 
1957. 
1958. 
1951. 
1954, 
1953, 


Pac 


Ro 
Mi 


Mi 


Ne 
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QUESTION 6.—Outcome of hearing where bureau was opposed 
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! Deviation not ruled upon. 
2 May 21, 1952. 

3 May 1, 1954. 

‘ Revised filing. 

53 as modified. 























| Approved Denied |Withdrawn 
—— — } — —| — —_—-—— 
Pacific Coast States, Alaska and Hawaii: } 
Arizona wanna nanan nnn en en nnn en een n nn nene s+ +--+ 20-22 --e 6 5 | 
Hawaii- - ---- - ----- ----- 1 es a ; 
Idaho ---- 8  Pieewiaeaas 
Montana. -.------------------------------+---------------2.. | (‘) 1 g a 
Oregon _ - - ------ -- --------]-------.- 
Utah ww ee eee eee ee ee e+ +++ wot eeee 1 1 | a 
Washington - ---.----------------------------------------+---- --- |----- 
Subtotal_------ ---- oreeeeee ioe a ha i 
Rocky Mountain States: Dea eee eee ee 
None. : } 
Middle Western States: 
Arkansas. ..-.-----------------+--2+-<-----------------2----- 2} 2. 
Westermann estenckinatenscanenatugespansscesecnuucsccclaf aT Re 
SE GINO ab biel a cucdanonudeceanbacek tube ksenads. ; , "s 
IOI cine on coun einseninmn dandd eeddeckbiidocdececenncceco. fe: aan ee tT a 2 
i sdadcadeiannoe kinase iDind bqiccbh namaamimes bain eases elie iE ee 1 “" 
GE insccsncnknccnesteccsacesdnacennsacencccaasacece: ae ; 
sialic Sieasaseseney 
ON od oss ses wns anni sine sewn sa ssmnineterekdencessnnnnchecg cs 8 
Middle Atlantic States and District of Columbia: ee 
New Jersey.....---.. SGdbskdnweddednknsckeeadacnacnsaucdae 1 
I ted dh Sarina d ten 6 hotiinrcncse a asekdeiacik coe ee bio tor a he eee 
desi nchbencgstenie mae biae ie oe. tas ee ee 
BNE aot dt S55 boss cores cectewawnade sualadiccccsumeaes 5 o| 0 
New England States: ” 3 , 
EE. « bi tbiwedecinscccnansectndaiseddndensdcascr ten 1 1 
PII abo tite ccenc onan enacciebensaned tesieenc. cs, Pees Si Noes 
I ir SS i a nd don pee lee is 4 | 0 
South Atlantic and Gulf States: ee ee - 
nahh Ev cmovmampeeniiwastddl-anawiei cunt D Mae 
i enudsagtictinndacdsouncknansuairkec: niece. at ea ae 5g A |----------=~ 
South Carolina Ss ecctichan eee on ee 1 8 |------<<e0re 
WE FOR. cncccesncnsdascovssncdstetisindhiiu. coment Sac 2 
Ss : 
sng EE AE ALE RTD AL RI ST OTE, 10 | 9 2 
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QUESTION 7. Was appeal taken from departmental ruling? 
Pacific Coast States, Alaska, and 


Hawaii: 

DD cnnxdncicciinnnnmcemn No appeals 
Rca ia seiner Do. 
adalat eecccasnclimcdeenniacn Do. 
PN icc eccccinenetas poenereneniaien Do. 
NN ci ict cacces ia ecpanaliuieennn 
ee epee ese Do. 
NI soto iit ase ancinsoiimaioncs 

Rocky Mountain States: 
None. 

Middle-Western States: 
a ce hataaiin 
ah rs Do. 


Geek OoURte. nnn cnee Insurance Co. of North America deviation 


appealed. Circuit court of Sangamon 
County upheld director. Appeal to appel- 
ate court of Illinois; dismissed; moot 


question. 
BEE oi eanwa No appeals. 
RI re asa cad eesenantasenicmiceeiaan Do. 
I iil oe ci ienciecbeiceibiaiions Do. 
Middle Atlantic States and District 
of Columbia : 
I Sen i ecteciiasccsiciincveobinnii Do. 
RNG NU iis ctercisnraicscneneiciaierece Do. 
Pennsylvania_______..._-.-_. Do. 
New England States: 
CeeetheRGe ans. cscs Do. 
NERS nce North America appealed to Massachusetts 


Supreme Court. Liberty Mutual appeals 


to Massachusetts Supreme Court. 
South Atlantic and Gulf States: 


li No appeals. 
ON Do. 
Co ek | | a ra Do. 


West Virginia____--___-_____ Do. 





tion 
mon 
\pel- 
noot 


etts 
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B. INDEPENDENT FILINGS 


QUESTION 1.—Number of independent filings of which Bureau has knowledge 





-_ 















































| 1945-46 | | 1953 | 1958 
— ee See ees eee = j 
Pacific Coast States, — and Hawaii: | | 
Alaska. - --- wn nnn nnn nnn n nn nnn nn enna nn nen nee e nn eee+-|---------- Bovctenne lees _—.- 
Arizona. .-..-------------------------------------------------]---------- Seo (eeSecnee Tee esee 
California. - on a-- 2-2-2 + +--+ -------2----]----------]------ ~~=|-=== -|-- 
Hawell.........----------------------<<-------=------+-<-+-0< : 0 1 
De iaeieseson w2-----+---~----+---------------------- ¢ : 3 
Montana--.---.----------------------------------------------|----------]----------]----------]------ 
a ---------- - wennen-|--2-------]----- 
Oregon... ---------------------------------------------------]----------|----------]----------]-------- 
Utah.....----------------------------------------------------|----------]--------- ~---------|-------- 
Washington........---.----------- - es 
DRC ee i kasictiins ta cinbdeididaivenedaksns - wa banae-asceesaewdinaas ----|------- - 
Rocky Mountain States: ona nat 
Colorado. a Aare CSRS w me tsue cease mamma ean 0 1 2 7 
New Mexico. .--.---------- 0 1 2 6 
Wyoming.-.---.--.-.-------- - - 0 1 2 6 
NES inn waketins ad tunngiaccinsiiuadaad ong ambit 1 3 6 19 
Middle Western States: ‘ ee a. o 
Arkansas. -- ~-|----------]------ =~ ~| === === -- 
Illinois. 0 8 22 37 
Cook County. -..---- ‘ : 0 0 | 0 | 35 
Dia reo ons diene ch encntedtc~enesewnewnesasue - -------|------ 
Iowa. tonne ees e nnn n nn saan enn seneewenennanncwnnenfencacacass 5 7 15 
Kansas_.- peuiun 306 405 
SSRIS Sacaeaeiare 0 3 15 10 
Ps ei wines inten sabiguiaksaukeane eas daand acaeatele aero 13 17 90 
IE GahiddnangukdaCaauvestages RAR yehncaane tees 9 9 9 9 
Biaeeni. dee eNeinad - 15 16 64 170 
oi tak aia aion dan ws iepanicainia er tse 1 4 10 16 
North Dakota. ; 4 6 2 
Ohio 8 23 
Oklahoma-_-- 1 1 5 
South Dakota-- Re 4 | 6 2 
Tennessee _. ~ 0 2 | 10 25 
Wisconsin... Z 11 12 25 33 
Subtotal. -- Z 7 SERS: a 
i —_ Atlantic States and District of Columbia: eyo rs, ‘ x 
cit K> acini eatn dant Acctnétnna dnd da tibhink bedabenGcsoaih 0 8 20 29 
I ac i lk ie a wee 2) (?) () ? 
i chaos debacle aie aranndipiatcini ea eden Salle Aaiiadoe Shes adies ag adhccs ott RS ; 37 
New Jersey.......-.- Kidtned prwndtne dann ee npaamaeh alin 0 16 "40 j 
ng ha a ok ea inant tlnin ah am mtamnbieieaneee 22 32 2 
Pennsylvania. ---_- Sepik Sowell anion ninicssandgel ao ad aaa eG 0 7 27 43 
ita siiais bc aducasadendebccddanssetcunksnnt oan 0 53 119 236 
New England States: 7 ea ' 
— pweoses< " 0 6 17 41 
ST a a = a a 0 1 2 
Massachusetts__-____ J 0 | 5 a <5 
New Hampssire.. ._- ame 1 | 2 6 38 
Rhode Island_-..._- pidnsalenmut ta chew 0 | 0 8 24 
Vermont. | 0 7 ll 27 
Subtotal. ..___- id 1 er ‘2 1 202 
South Atlantic and Gulf States: N 

; . 

. aa * | oo 
Georgia... eneee Be eaaiichs sec 0 0 1} Many 
—— | BEE ox Sa Be ee eas : 1 1 4 17 

ississippi. ¥ a kw 4 ‘4 4 4 
North Carolina. __.- p : ee = a “ ead is 
South Carolina_- 2 2 abvanatvdnsswhegsgcnnscnlesedeeenaies 
Texas_.___. i s 2. 7 weénce caatienhcdseee eee pole 
MN mins rae acces 2 cg 
WN a SAG oo ce , 5 23 23 15 ‘17 

Subtotal_.____. aan ot <i ees | oieiiacs 

NN an 3 hc heen cs cart savadahak i saisncebbdaccadel aloes ibaa 3 won-nnan=[sceeeeee 

alee cl reece bianca aN BE Ee 


? All companies must be members; deviations 
FF nb we prod pany permitted but no independent filings, 


4 Not permitted. 
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QUESTION 2.—Number of subscribing companies making independent filings 


——_ 





1945-46 1948 1953 1958 
a are ne acca 
Pacific Coast States, Alaska, and Hawaii: 
aca ER Sir Od ee ee aed aan Reb dac en cca 


a os ci saminninoniepemmeliana eamb aaa cetcusdieaee 






































2 
2 
2 
RES ois cn dnenn di cansendssccucdanbanusasnacuussunselgnnameiens cetaceia sia 6 5 
Middlewestern States: a 
TE ici tah ceeiingetek écadads2otabaweantnsunsctsanhbolodbieaskebeeannde som ake, lcenene ee mee 
ae aed dante aa bdn ac manne Seca un neha aie DhaR ES sok siainwillsaabaesssicad ae 
en TN i a ial ai ac aia seul PRE Im nbared casio nual ws Reaiat case ene 32 
scan Sanu ddhiadbsadmadalenkwsisd -cannskepeeaaanenaiiansanecesel petn sniio tt sneer 
RE oie Bac kegrnen hckitudesucdeuiaawnaueaneseneesernbanaeatum 4 4 9 
BE a ctapusiscs ans acssmkanetndichuaseunetacnskeaapneaaeaa tubtesasinan ion shmpuesn 150 150 
EE ae ek Se ota ase naowesaeicnuienneenian 0 3 12 4 
RSE SRS Ee cos eae nee men secukencgebnabasekenas 12 17 81 
ee a eee 8 8 8 8 
a fans clas in tenpeiace deamon cisi ead maha names 0 1 11 5 
il a se cals aia rai blamsies ORO REE 1 3 8 12 
IE IIIs ce aictnsdmiocen Sicpdis aka amaadeks satan 4 ee 6 2 
RE ee nde em iiginds dnenab aguas ipeneueewea 8 7 » 
I Ne sis 3 no Be Se ak Said wae eak aR eaeeaainnen 1 1 4 
eT INNI faien aaieeeineee i iwecdencaee 6 2 
Ca a es calmed 0 3 20 55 
I a 2 Te ee Fa) ede aeie 8 10 22 99 
a icing siecle rdsu ais a mee iene Piao s Saree eae el eee 
Middle Atlantic States and District of Columbia: 
I Sea nS Re Fe es a eae imagliebekal 0 0 16 17 
SR ok ee ee wees (1) (1) (1) (1) 
I a sid nm cium dh Sm alma esc loo son Rc 40 
i ee nee ee 0 9 26 39 
Eis a ns cin a ea pecipd oan ghee sane aeeiataeebaaie 3 9 ll 
I ot to Ts deasnenGienapnsaunincndwceuen 0 0 16 29 
sh beta eae 0 12 67 _| 136 
New England States: 
se 8 Feo ee ed See ee eee oe 0 6 13 20 
NE ee Sr. os gia ccbaheeieee ne eimiaadaadl 0 1 4 10 
I a ee i pa ee aeemaaee 0 2 7 18 
a Da a ee ea eau aad eia eaeoue 1 4 7 
I A al ale nae 0 0 4 14 
th audnaeadneacenacne 0 7 9 14 
SU dO eS ee ak ataneaee 0 17 41 83 
South Atlantic and Gulf States: 
RR ose rae OS 2et t t  cakaaianbacennewnku (?) (?) (?) (2) 
Tn a deen eeenacaueke 1 1 0 
ie oo el 0 0 1| Many 
nk et neat maine 1 1 t 12 
8 Dilan epivemaincll () (3) () @) 
I SA Eo Se  cainust ataelwantamendal eimmmans gti cena sant aan 2 
I i ee sn sla ot yt etc Dcen ce lh clo i esac fens g' oe 
assess cuba alsin Wert ts oP ies lee i ais Seon nova 
a i ae ca celouspanwaaiinaaadudailiaeaswaaen Lacedaaina stan 
dein eae 19 19 15 17 
I i ott ccip catch a einignewlveis rend sneeninianie a deaiinicdaicatese finde : -----==2 


1 All companies must be members; deviations permitted but no independent filings. 
2 Included as deviations. 
3 Not permitted. 
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OFFICE MEMORANDUM 
JULY 31, 1958. 
To: Mr. J. Raymond Berry, general counsel. 
From: Ray Hughes. 

According to the “Spectator 1958 Fire Index,” 420 American and foreign stock 
fire insurance companies (fire and marine) had policyholders surplus, as of 
December 31, 1957, of about $4% billion and 224 mutual companies reported 
policyholders surplus of about one-half billion dollars, making a combined total 
for stock and mutual companies of about $5 billion of policyholders surplus. 

Policyholders surplus includes voluntary, contingency, and special surplus 
reserves, if any, aS well as paid-in capital and unassigned funds. 

The mutual company figures do not include the so-called factory mutuals. 
Policyholders surplus of the Associated Factory Mutuals would run around $160 
million. 

I am enclosing copy of letter from Pacific Fire Rating Bureau showing data 
on independent filings for the State of Oregon which was received since my last 
memorandum. 

Paciric FIRE RatTrine BureEAv, 
San Francisco, Calif., July 25, 1958. 
Mr. J. RayMOND Berry, 
General Counsel, the National Board of Fire Underwriters, New York, N.Y. 

Dear Ray: In my last letter to you dated July 16, 1958, I said that we would 
prepare a tabulation of independent filings for the State of Oregon in accordance 
with your original request. I am pleased to list below the information obtained 
from our files on this subject: 


Number of independent filings of which bureau has knowledge 


(es. 10th er 1946 ‘(prior to new: rate law) 25.2528 o6 oe ee None 
(35; 3048: {or ist year after hew law) io25.40.6 et LE Ses 1 
i sw i i cs ccc ci he gc le i a sh se cen eta abe cae at oe 30 
I ttt senisiciniten hiabichihddanc dct batman Sa atti ee 2 ie 65 


Number of subscribing companies making 1 or more independent filings 


(a). 2000 Of 1046. (print £0. New, Fale IAW ) nnn eke eee None 
Co). 2ee (Ok 28t YOAr alter: ROW: LGW) xanisa minced tou ase ieee 1 
ON Be Riches ane siencsiclansti genta sins Latin qoaceabodninicape nie laath tise 18 
A AMOR. cp nattivnesnneitansipmcrtin ities paid <ascesnleihn ipl tetiniscn bcs el ch ta ascent ae ce 26 


I hope this is the information you wished. 
Kind personal regards. 
Yours sincerely, 
Aut W. GILBERT, General Manager. 


MULTI-PERIL INSURANCE CONFERENCE, 
New York, N.Y., August 13, 1958. 
To Members of the Rating Subcommittee of Industry Advisory Committee: 
Attached hereto is a copy of the minutes of the joint meeting of July 8, 
1958, of the New York Insurance Department Committee and the rating sub- 
committee of the Industry Advisory Committee. 
It will be assumed that the minutes are approved unless objection is received 
by August 25, 1958. 
Pursuant to agreed procedure, copies of the minutes will then be sent to 
the full committee. 
Yours very truly, 
H. F. Pervet, General Manager. 


Joint MeetiInc, New YorK INSURANCE DEPARTMENT COMMITTEE AND RATING 
SUBCOMMITTEE or INDUSTRY ADVISORY COMMITTEE, JULY 8, 1958 


The meeting was called to order by Mr. Schantz at 10 a.m. The following 
persons were in attendance: Mr. H. Schantz, Mr. J. F. Collins, Mr. J. Malmuth, 
Mr. H. Sohmer, New York Insurance Department; Mr. Charles M. Close, Great 
American Group (Multi-Peril Insurance Conference) ; Mr. John F. FitzGerald, 
The Surety Association of America; Mr. Robert N. Gilmore, Jr., Association 
















































4156 THE INSURANCE INDUSTRY 


of Casualty & Surety Companies; Mr. C. H. Graves, Mutual Insurance Rating 
Bureau; Mr. John S. Hamilton, Jr., American Mutual Insurance Alliance. 
Mr. Hugh Harbison, National Board of Fire Underwriters; Mr. C. F. Harring. 
ton, National Association of Casualty & Surety Agents; Mr. Ambrose B. K 
Factory Mutuals; Mr. Ralph W. Lester, Great American Group (Multi-Perij 
Insurance Conference) ; Mr. Milton W. Mays, Association of Casualty & Surety 
Companies; Mr. Philip T. Morehouse, The Surety Association of Americg: 
Mr. H. F. Perlet, Multi-Peril Insurance Conference; Mr. William B. Pugh, Jr. 
Insurance Company of North America; Mr. R. M. Stanton, New York State 
Central Organization; Mr. Elmer Twaits, National Bureau of Casualty Under. 
writers; Mr. John P. Walsh, (Watters & Donovan) National Bureau of Casualty 
Underwriters; Mr. Harry Wasserman, New York State Central Organization - 
Mr. Harold L. Wayne, Inland Marine Underwriters Association; Mr. John C. 
Weghorn, National Association of Casualty & Surety Agents; Mr. J. Milton 
Wright, American Reciprocal Insurers. 

Mr. Perlet, as chairman of the industry subcommittee, thanked the depart. 
ment for postponing the meeting so that the industry subcommittee could meet 
on the proposal. He then outlined generally the position taken by the industry 
subcommittee at their meeting of the prior day. Briefly these points were 
as follows: 

(1) Discussions in the subcommittee brought out the fact that the very 
changes set forth in the department proposal were currently under discusgion 
on a national basis by the NAIC. Inasmuch as most members of the sub. 
committee operate on a national basis they were unanimously of the opinion 
that it would be appropriate to request the department to defer action on the 
rating recommendations. 

(2) That the industry subcommittee was under the impression that the depart- 
ment was going to prepare a memorandum setting forth the problems which they 
encountered so that the industry subcommittee could be fully acquainted with 
these problems and placed in a better position to offer suggestions for improve- 
ment. 

(3) Any action taken by the industry subcommittee at this meeting would 
have to be on an individual basis and not binding on either the representative's 
organization or on the full committee. 

(4) That the industry committee was not convinced that legislation was neces- 
sary and that if any action was needed they were unanimously of the opinion 
that it should be in the form of administrative ruling rather than legislation. 
Following this presentation Mr. Schantz took the position that the department 
had no control over the NAIC subcommittee and, therefore, he felt that the present 
considerations of the committee should continue. With respect to the memo- 
randum setting forth the principles and problems involved, the department was 
of the opinion that everybody was well acquainted with the problems and there- 
fore a memorandum would be redundant. The question of administrative rule 
was set aside for the present and Mr. Schantz requested that the group consider 
item by item the various proposals made by the department. Following is a 
résumé of them : 

Section 181 (3).—The department agreed that the word “make” should be 
reinstated in the section although they were of the opinion that a rating organi- 
zation could either ‘“‘make” or “file’ rates. It was brought out that the definition 
of a rating organization in section 180 (4) defined it as one which “makes” rates. 
The department stated that they were attempting to take care of the situation 
where one bureau does not make rates for the entire package but wants to 
“file” the entire package. The industry was unanimously opposed to any change. 
Section 181(4).—The department agreed to a revision of the last line of this 
proposal whereby it would read “classes of risk, or any part or combination of 
the foregoing.” Several members of the industry took objection to the revision 
on the ground that it would further broaden the casualty section to permit sub- 
scribership by class of risk. Thus for example a company could join for 
class 1 auto or class 2 auto liability, and not be required to join for the entire 
auto liability service. It was stated that it would be practically impossible 
to physically cope with this situation and furthermore it creates additional 
problems such as in experience rating where all BI coverages are combined 
for the purpose of determining the risk experience. The industry generally 
opposed this revision. 
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Section 183(1)D.—The department indicated that this revision was suggest- 
ed to underline that only “loss” experience was required for the 5 year period 
and that the time period did not apply to expense experience. This was in 
connection with a recent hearing where some party had claimed that the refer- 
ence to “experience” meant both loss and expense. The industry opposed 
this change on the ground that it did not have to do with multiple line matters. 

Section 183(3).—The department indicated that they had no particular 
reason for this suggested revision other than to make the same rules apply 
to casualty as apply to fire. The casualty interests objected to the revision on 
the grounds that the current provisions were working satisfactorily and were in 
line with existing casualty practice, whereas the proposed revision introduced 
a whole new set of factors. The industry generally opposed this revision. 

Section 184(1).—The basic change in this section had to do with introduc- 
tion of a section relating to multiple peril package polices. The industry 
objected to the provisions on several bases, as follows: 

(1) Forms were included in the filing requirement. 

(2) There was no definition of indivisible or composite. 

(3) Power was given to the superintendent to disapprove deviations 
if he finds they are not reasonably related. 

There was general opposition to the adoption of this rather vague language 
in a statutory enactment. 

Section 184(3).—The principal change in this section was to authorize rating 
organizations to assess noumembers for service rendered to them. The entire 
industry objected to this provision on several grounds including the fact that 
it gave a property right to rates “filed” by rating organizations rather than rates 
“made” by them, thereby giving a property right in something which might not 
be the work product of the bureau. Furthermore, the provision required an 
annual assessment, whereas some bureaus sell manuals, etc., which could be 
construed as assesments and are levied on a monthly or periodic basis. 

Section 185(1).—The department indicated that they had no particular prob- 
lem in mind with respect to this particular section but were merely trying to 
“clean up” the language. The industry objected to the change on the basis that 
the present section appeared to be working well and created no apparent 
problems. 

Section 185(4).—The principal purpose of this revision appeared to be to 
make the fire deviation provisions applicable to the casualty filings. The 
easualty people objected strenuously on the basis that there were good and 
sufficient reasons for treating a casualty deviation on a different basis than a 
fire deviation. It was pointed out that this section had received a great amount 
of study at the time the all-industry bills were prepared and any tampering with 
it might upset the whole casualty regulatory picture. The second part of the 
proposal permitting a perpetual deviation except with respect to rates was also 
discussed. It was pointed out that as long as rating plans could be made the 
subject of such perpetual deviation, it would be almost futile to require the 
annual filing of rates. There was also some question as to whether simplifying 
the deviation procedure was in the interest of all parties. 

Section 186(2).—The industry indicated an objection to the proposed revision 
on the basis that it applies to “any kind of insurance” subdivision, ete., rather 
than a class of risk. It was the industry contention that this revision might 
permit the superintendent to fix rates on a kind of insurance rather than on a 
class of risk. The department indicated that they had no particular problem 
in mind and were merly trying to “true up” the language. 

Section 186(5).—The proposal to add a subsection 5 providing that a multiple 
line policy need not conform with the standard fire policy if it contains conditions 
equal or more favorable to the insured was not opposed in principal by the 
members of the industry subcommittee. However, it was pointed out that 
the industry was also working on this problem and would probably have some 
suggestions in the near future. 

Mr. Schantz requested that a joint meeting of the powers subcommittee and 
the rating subcommittee be held on July 15, 1958, to consider possible revision 
of the definition of kind of insurance in section 46. 

The meeting adjourned at 5 p.m. 

Respectfully submitted. 

H. F. Pervert. 
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MULTI-PERIL INSURANCE CONFERENCE, 
New York, N.Y.,August 13, 1958. 

To members of Rating Subcommittee of Industry Advisory Committee: 

Attached hereto is a copy of the minutes of the July 7, 1958, meeting of the 
rating subcommittee of the industry advisory committee. 

It will be assumed that the minutes are approved unless objection is receiveg 
by August 25,1958. 

Pursuant to agreed procedure, copies of the minutes will then be sent to the 
full committee. 

Yours very truly, 


H. F. Perret, General Manager, 
RATING SUBCOMMITTEE OF INDUSTRY ADVISORY COMMITTEE JULY 7, 1958 


A meeting of the rating subcommittee of the New York Industry Advisory 
Committee was held on July 7, 1958, in the conference room of this organization, 
The meeting was called to order by Mr. Perlet acting as chairman for Multi. 
Peril Insurance Conferance. The following persons were in attendance: Charles 
M. Close, Great American Group (Multi-Peril Insurance Conference) ; John 
F. FitzGerald, the Surety Association of America; Robert N. Gilmore, Jr, 
Association of Casualty & Surety Companies; C. H. Graves, Mutual Insurance 
Rating Bureau; John S. Hamiliton, Jr., American Mutual Insurance Alliance; 
Hugh Harbison, National Board of Fire Underwriters; C. F. Harrington, 
National Association of Casualty & Surety Agents; Ambrose B. Kelly, Factory 
Mutuals; Ralph W. Lester, Great American Group (Multi-Peril Insurance 
Conference) ; Milton W. Mays, Association of Casualty & Surety Companies; 
Philip T. Morehouse, the Surety Association of America; H. F. Perlet; Multi- 
Peril Insurance Conference; William B. Pugh, Jr., Insurance Company of 
North America; R. M. Stanton, New York State Central Organization; Elmer 
Twaits, National Bureau of Casualty Underwriters; John P. Walsh (Watters & 
Donovan), National Bureau of Casualty Underwriters; Harry Wasserman, 
New York State Central Organization; Harold L. Wayne, Inland Marine 
Underwriters Association; John C. Weghorn, National Association of Casualty 
& Surety Agents; J. Milton Wright, American Reciprocal Insurers. 

The committee considered the “Suggested revisions by department’s sub- 
committee on rating’ and initial discussion brought about a unanimous con- 
clusion by the committee that inasmuch as these identical items were presently 
under consideration on a nationwide basis by a subcommittee of the National 
Association of Insurance Commissioners, any consideratioin of such matters 
in the State of New York should be deferred pending the outcome of the 
NAIC deliberations. It was brought out that several organizations operated 
on a nationwide basis and it would be difficult, if not impossible, to operate 
under varing sets of rules. The committee, therefore, was unanimously of 
the opinion that it would be appropriate to request the department to defer 
action on the recommendations only pending disposition by the NAIC. 

The committee then turned to a brief individual analysis of the various 
proposals made by the department and it was stressed that in view of the fact 
that these proposals had been received at such a late date any action taken 
by the industry subcommittee would be wholly tentative and would have to 
be approved by the principals of each representatives as well as by the full 
committee in accordance with prior adopted procedure. 

The committee also was generally of the opinion that if it was necessary to 
proceed with some of the items set forth in the department proposal that an 
attempt should be made to do it by administrative rule rather than by legisla- 
tion. It was recognized that because of the relative newness of the field if 
any errors were made it would be much easier to change them in an adminis- 
trative rule than in a statute. 

In making the analysis several members of the committee stated that they 
were unable to ascertain exactly what problem had confronted the department 
in proposing the specific change. Thus, for instance, in the proposal to revise 
section 181(3) the word “make” was changed to “file.” There seemed to be 
no apparent reason for a change of this type. The concensus of the com- 
mittee opinion, and in line with what most members of the committee thought 
would be done, was to ask the department for a memorandum or explanation 
of the problems which confronted them and which had led to the suggested 
revisions. The committee thought that if they were made acquainted with 
the problems they could more intelligently discuss the proposal and possibly sug- 
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gest improvements or changes. Under the present situation the committee was 
more or less compelled to guess what the department was driving at in each of its 
proposals. — 
The meeting adjourned at 3:30 p.m. 
Respectifully submitted. 
H. F. PERter. 


VIRGINIA INSURANCE RATING BuREAU, 
Richmond, Va., August 1, 1958. 
Mr. J. RAYMOND Berry, 
General Counsel, 
National Board of Fire Underwriters, 
New York, N.Y. 

Dear Ray: Your letter of July 22 concerning deviations in Virginia catches 
me in a most awkward situation. We are mixed up With automobile physical 
damage rates, the deferred premium payment plan, etc., in addition to the normal 
routine, and I am trying to get away for 1 week of vacation which is all I can 
schedule at the moment due to other conflicting problems. 

And, honestly, Ray, I can’t accumulate all the information requested in even 
a reasonably accurate manner before I leave for vacation. Will be back in the 
office the week of August 11 and I will give your letter preferred attention at 
that time. 

Certainly hope I am not letting you down, my friend, by lack of an earlier 
reply. 

Ty the meantime, and with warm personal regards, I am, 

Sincerely, 
Leo O. FREEMAN, Jr., Manager. 


FIREMAN’S FUND INSURANCE Co., 
San Francisco, Calif., August 19, 1958. 
Mr. J. RAYMOND Berry, 
General Counsel, the National Board of Fire Underwriters, New York, N.Y. 


Dear Ray: I have been interested in the life insurance tax bill, now before 
the Congress, which the Journal of Commerce of last Thursday reports will 
receive the support of certain of the mutual life insurance companies. 

The highlights of my interest include recognition of the total receipts approach 
which you will recall I advocated at the time the Allstate proposal was being 
pushed, and, of additional special importance, it recognizes the principle of a 
special fund, the purpose of which apparently is to protect, in the case of the 
mutual life insurance companies, against unpredictable long-term risks. 

Applying the same thought to our problem, it seems to open the door, at least 
to some extent, to some kind of a reserve to take care of the unexpected and 
unpredictable catastrophes that do take place in our business. 

I wonder if it wouldn’t be a good idea to have the tax committee, under your 
guidance, take a look at the proposal now before Congress and see if it does 
not provide some helpful information to the capital stock property and liability 
companies. I for one do not go for this stand-patter attitude under the fear 
that something might happen that you would prefer not take place, but favor 
the alternative of a good offense is the best defense. 

What are your views? 

Best regards. 

Sincerely yours, 
JAMES F. Crafts, President. 


NATIONAL ASSOCIATION OF INSURANCE AGENTS, 
Washington, D.C., August 21, 1958. 

To: The executive committee. 

Subject : Congressional investigation of insurance. 

Copies: State presidents, State national directors, and State executive secre- 
taries-managers, chairman, NAIA property committee, chairman, NAIA casu- 
alty committee, Mr. George S. Hanson, Mr. Carleton Thomas. 

The aviation phase of the so-called O’Mahoney investigation of insuranee 
and its regulation is now closed. Although nothing is known for certain, it 
is expected that the second phase of the congressional inquiry, on ocean marine 
insurance, will not get underway until after the elections in November. You 
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will note that the investigation is opening on facets of insurance not presently 
subject to the usual regulation. 

Because of the excellent insurance press coverage of the hearings thus far 
the drawnout technical discussions, and the fact that NAIA members are not 
extensively involved in this particular aviation phase of the insurance business, 
this report will touch only upon certain significant aspects of this inquiry. As 
the investigation develops into operations of the insurance industry more close. 
ly identified with the membership of this organization, more frequent ang 
extensive reports will be furnished, with recommendations, for whatever they 
may be worth, from this Washington office. 

The hearings thus far have been a two-man show for Senator O'Mahoney. 
Democrat, of Wyoming and his able committee counsel, Donald McHugh. The 
regular chairman of the Senate Subcommittee on Antitrust and Monopoly 
Senator Kefauver, Democrat, of Tennessee, has made only two token appear. 
ances, while three other members of the 7-man subcommittee (Kefauver 
Democrat, of Tennessee; Hennings, Democrat, of Missouri; O’Mahoney, Dem. 
ocrat, of Wyoming; Carroll, Democrat, of Colorado; Langer, Republican, of 
North Dakota; Dirksen, Republican, of Illinois; Wiley, Republican, of Wiscon- 
sin) have only sent their administrative assistants to ask brief questions, 
This does not indicate lack of interest but instead is the result of other im- 
portant legislative matters in the closing days of the 85th Congress, plus a 
deference by the other subcommittee members to O’Mahoney’s general knowl- 
edge of the insurance business and his skill as an interrogator. As the hearings 
en the other subcommittee members can be expected to become more 
active. 

Beside the witnesses for the two principal aviation insurance groups, United 
States Aviation Underwriters and Associated Aviation Underwriters, Mutual 
of Omaha, and Stewart, Smith & Co., New York brokers, observers representing 
the following were present among the 50-odd spectators during these opening 
hearings: The NAIA; American Mercury of D.C.; Chubb & Son and Marine 
Office of America, each of which owns 50 percent of Associated; American 
Institute of Marine Underwriters; the Association of Casualty & Surety Com- 
panies; The America Fore; National Automobile Underwriters Association; 
Zurich ; Health Insurance Association; Prudential; Connecticut General Life; 
Life Insurance Association of America; Institute of Life Insurance; the Mich- 
igan and New York Insurance Departments; the Mutual Insurance Rating 
Bureau; Aviation Insurance Rating Bureau; Airport Operators’ Council, Tele- 
Trip Co.; the U.S. Chamber of Commerce; and various other but independent 
observers. 

There can be no doubt now, if there ever was any, that O’Mahoney is endeay- 
oring to make his investigation penetrating and thorough. During these 5 
days the Wyoming Democratic Senator was the soul of courtesy, with almost 
gentle deceptiveness leading witnesses along avenues of questioning which 
allowed him to score point after point of his contention that at least the 
aviation insurance industry should be federally regulated. After making his 
points, O’Mahoney would make statements such as “It is clear * * * that there 
is no public agency, State or Federal, which exercises any supervision over 
the aviation insurance industry” or “It is to the advantage of the insurance 
industry to have public regulation of air traffic, and it may be in the interest 
of both the insurance and aviation industries if we have Federal regulation of 
aviation insurance,” or “a regulatory vacuum may be developing in the 
[aviation] insurance industry where neither Federal nor State authority is 
able to effectively protect the public interest [under present laws].” 

Most observers at the hearing felt that the witnesses for the two aviation 
insurance groups, USAU and Associated, were handicapped during their ap- 
pearances by not having opening statements which would have enabled them to 
get their story on the record first before O'Mahoney and Counsel McHugh began 
the questioning from O’Mahoney’s viewpoint. This was particularly surprising 
since representatives of the O’Mahoney committee had been conferring at some 
length with officials of these two aviation groups prior to the hearing. This 
fact had a tendency to keep the aviation insurance representatives on the defen- 
sive throughout the hearing. 

During the opening inquiry, O’Mahoney and his counsel, Donald McHugh, 
questioned extensively the operations of the two presently active aviation in- 
surance groups, the USAU and Associated ; they particularly questioned the rea- 
sons for the third aviation insurance group (Aero) going out of business, appar- 
ently trying to prove that Aero was “forced out” by the other two groups; 
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1 examination the method of operations of the British aviation 
subjectet amar relations and connections with the Americans either directly 
se eaabeectly through the International Union of Aviation Insurers. The Senator 
a a his counsel also devoted some questioning to loss ratios, methods of rating, 
= devoted much time to searching out evidence of unreasonable high operating 
ae (particularly “exorbitant” rentals paid for space in airport terminals ) in 
ceeedian with aviation travel accident policies. Observers agreed that O’Ma- 
a ’s questioning was in an effort to prove that the aviation underwriters have 
aaleed to limit competition, to divide territory, and to fix rates by agreement. 
© Thoughout these opening hearings there was ample evidence of Senator 
O’Mahoney’s political philosphy that strong Government, preferably Federal, 
regulation of private business is essential to encourage competition and thus peo- 
tect the public. Washington observers believe that O Mahoney developed sufii- 
cient facts to enable him to bring antitrust action against at least one of the 
aviation insurance groups, should he desire to do so. 4 

At this time there is divided opinion as to whether or not O Mahoney will re- 
quest the Department of Justice to bring antitrust action. This writer goes along 
at this time with that segment of observers who believe that O Mahoney will use 
the information obtained thus far, together with other facts which he has served 
notice he will try to bring out, in order to bring the Federal Government more 
strongly into the insurance regulatory picture. f ; 

You will realize from previous articles by this writer in the American Agency 
Bulletin concerning O’Mahoney’s views re his investigation of insurance and its 
regulation, that O’Mahoney’s principal target is apparently rating ot insurance 
and the relationship to the maintenance of “open and free competition.” Re 
gardless of how one feels about O’Mahoney’s political philosophy there can be no 
doubt but that he is a determined crusader for that in which he believes and, as 
a result, Washington observers believe it entirely possible that this insurance in- 
quiry could be among the “most extensive ever undertaken by the Congress.” 

Based upon the record of the first 5 days of the insurance inquiry, qualified 
Washington observers are opining, although it is speculative it is disturbing, 
that was the congressional situation such as to enable him to do so, O’Mahoney 
could introduce legislation calling for Federal regulation of aviation insurance— 
and that it would have better than an even chance of passage. 

In the light of what has taken place thus far at this congressional insurance 
investigation, and remembering that only the surface has thus far been scratched, 
the specter, for the proponents of continued State insurance regulation, of the 
Federal Government’s direct entrance into the insurance regulatory field, is more 
than just peeping over the horizon. It could well be the old story of the camel 
getting his nose under the tent. But only time and events will tell. 

Although we cannot at this time know how involved may become the interests 
of members of the NAIA, it would seem prudent that members of this organization, 
at least in the States of Tennessee, Missouri, Wyoming, Colorado, North Dakota, 
Illinois, and Wisconsin (home State of Senators on the Subcommittee of Anti- 
trust and Monopoly), should confer personally (not by letter at this time) with 
their Senators while they are home for the election and express to them in the 
strongest possible terms exactly how NAIA members feel about preserving State 
regulation of insurance. 

Sincerely, 


Maurice G. HERNDON, 
Washington Representative. 


OFFICE MEMORANDUM 
New York OFricez, 
June 17, 1957. 


From: The National Board of Fire Underwriters Committee on Laws, General 
Counsel Berry. 


For Jack G. McKenzie. 
To: W. L. Martin, W. F. Williams. 
Re insurance codes. 


Whenever a new code is being introduced, in the absence of further instructions 
from this office, please see to it that the marine business is taxed on a profits 
tax basis. In other words, that the marine business is excluded from the pre- 


mium tax and is placed on a profits tax basis. The New York law is a good 
example of how it can be handled. 


J.R.B, 
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MULTI-PERIL INSURANCE CONFERENCE, 
New York, N.Y., August 21, 1958. 


To Members of the Working Committee of the All-Industry Committee and aj. 
Industry Committee: 


Attached hereto you will find copies of the minutes of the July 14, July 15, and 
July 25, 1958, meetings of this committee. 
Yours very truly, 


H. F. PeRtet, General Manager, 
WoRKING COMMITTEE OF INDUSTRY COMMITTEE JULY 14, 1958 


The meeting of the working committee was called to order by Mr. J. R. Berry 
acting as chairman, on July 14, 1958, at 2 p.m. ; 

The following were in attendance: J. R. Berry, National Board of Fire Under- 
writers; P. G. Buffinton, Associated Factory Mutuals; C. M. Close, Multi-Perj) 
Insurance Conference; C. H. Graves, Mutual Insurance Rating Bureau; John 
Hamilton, American Mutual Insurance Alliance; George S. Hanson, National 
Associaton of Insurance Agents; Hugh Harbison, National Board of Fire Under. 
writers; Vestal Lemmon, National Association of Independent Insurers; M. w., 
Mays, Multi-Peril Insurance Conference; H. F. Perlet, Multi-Peril Insurance 
Conference; W. B. Pugh, Jr., Insurance Co. of North America; William Rodda, 
Transportation Insurance Rating Bureau; B. Shaw, National Association of 
Insurance Brokers; W. A. Stringfellow, National Association of Mutual Insur- 
ance Agents; Elmer A. Twaits, National Bureau of Casualty Underwriters; 
Harold L. Wayne, Inland Marine Insurance Bureau; John C. Weghorn, National 
Association of Casualty & Surety Agents; J.F. Collins, New York Insurance 
Department ; H. Sohmer, New York Insurance Department. 

It was agreed that expressions of opinion in the working committee should be 
regarded as personal expressions and not the final expression of position by the 
respective members of the committee. 

In accordance with the decisions made by the industry committee, at its morn- 
ing meeting on July 14, it was decided to take up the items in the Harbison 
report in the order of their presentation. 


1. THE PROBLEM—INTERLINE RATING ON AN INTEGRATED OR COMPOSITE PREMIUM 
BASIS— (NOT THE RATING OF A NEW LINE OF INSURANCE) 


Mr. Harbison outlined the problem as being one of interline rating rather 
than multiple risk policies or multiple line policies. He referred to the fact 
that the casualty insurance business and the fire insurance business has each 
had multiple risk policies for many years and that such policies in and of them- 
selves have not posed any problem; and that no problem is presented when two 
or more lines of insurance are included in a single contract of insurance when 
the lines are separately rated. The problem which is the subject of the M-1 
Report arises only when rating on an indivisible or composite premium basis 
is applied to two or more lines of insurance having different rating laws appli- 
eable to them. Mr. Harbison took the position that the rating on an indivisible 
or composite premium basis of two or more lines of insurance does not create 
a new line of insurance; that the lines of insurance remain without change; 
and that there is created simply a problem of interline rating. 

Furthermore, it is stated that the treatment of two or more existing lines 
of insurance as a new and separate line of insurance, when they were made 
subject to interline rating on an indivisible or composite premium basis, 
would create questions and problems as to the charter powers of insurers, 
classifications laws, licensing of insurers, licensing of agents, and premium 
taxes, which questions and problems do not in fact exist by reason of the inter- 
line rating. 

After discussion, the committee unanimously agreed that the problem to be 
considered is one of inter or multiple line rating and that the following defini- 
tion of multiple line rating be adopted for purpose of this study: 

“Multiple line rating shall mean an integrating rating of two or more of the 
following lines of insurance which are subject to the rate regulatory laws of 
the several State codes: 

“1. Fire and allied lines. 
“2. Casualty and surety (including automobile physical damage). 
“3, Inland marine. 
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“Integration rating shall mean rating which provides for either— 
“1, An indivisible policy premium, or 
“)2 A composite policy premium, or 
“2. A combination of both.” 
It was stressed that this definition was adopted for the purpose of this study 
only and was not to be taken as an all-inclusive definition. 


2, STUDY OF ALL ASPECTS OF THE PROBLEM—HANDLING THROUGH 
ADMINISTRATIVE REGULATIONS 
It was agreed— 

(a) That study should be made de novo of all aspects of the problem; 

(ob) That the problem should be handled administratively under exist- 
law, if possible; and 

(c) That there should be recourse to legislation only in the event that 
it is shown that the problem cannot be met through administrative regu- 
lations within the framework of existing rate regulatory statutes. 


8. POSITION OF BUREAUS 


Representatives of the various rating bureaus—fire, casualty, and inland 
marine—indicated their purpose and desire to continue the rating of the respec- 
tive lines subject to their several jurisdictions, irrespective of whether the lines 
are separately rated or are rated in combination with other lines on an 
indivisible or composite rate basis. 

They further stated their beliefs that it is desirable and at the present time 
necessary to continue on this basis in order to coordinate the rating of lines 
when rated separately with the rating of such lines when rated in combina- 
tion with other lines. Both the experience and the rules applicable to the 
separate and combination rating need the careful analysis and consideration 
of the rating organizations which are charged with the responsibility of the rat- 
ing of the several lines. 

It was further stated that the rating bureaus as they now exist are expert in 
the rating of several respective fields and that this expert rating knowledge is 
now available for the rating of the several lines, whether rated separately or 
in combination, without duplication and without the conflicts which would 
be inevitable if the same line were to be rated in one rating organization when 
rated separately and were to be rated in another organization when rated in 
combination with other lines. 

It was also stated that at some time in the future interline rating may 
develop to such a point that interline rating organizations will be found to bea 
practical and necessary development but from the viewpoint of the present 
bureaus and their member companies that time has not yet arrived. If found to 
be necessary and desirable by insurers in the future, there is nothing in the 
rate regulatory laws as they stand which would prevent such a development. 

It was emphasized that the ratemaking activities of the bureaus, which 
necessarily involve agreements and the making of rates in concert by the mem- 
ber companies, are the essential activities which are exempted from the appli- 
cation of the Sherman Act by the rate regulatory acts of the respective States, 
and that the filing of rates is a minor though important detail in the operation 
of rating organizations. 

4, INTERLINE RATING FILINGS 


(a) Suggested simplification of method to be followed by rating organi- 
zations.—In the belief that hand-in-hand filings have created administrative 
difficulties in insurance departments, it was suggested that the fire, casualty, 
and inland marine bureaus which cooperate in interline rating could make a 
single joint filing in their respective names and that this joint filing could be 
transmitted with the request that any notice or question pertaining to the filing 
or any part thereof be directed by the insurance department to one designated 
rating bureau which would be appointed by the other bureaus for the purpose 
of receiving such notice or question. The several rating organizations, through 
a joint filing and such an appointee, would retain their respective jurisdictions 
over the several lines involved but would function in such a manner as to give 
to insurance departments complete administrative facility in the receipt and 
handling of the filing. 

It was stated by the bureau representative that they believe such joint filings 
would avoid all of the complications and multiplicity of data incident to hand-in- 
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hand filings and that as a practical matter joint filings so handled could be proe. 
essed as easily and simply, so far as insurance departments are concerned, ag 
though but a single rating bureau were involved. 

(b) Responsibility for the filing.—It was stated that under such a joint filing 
procedure, responsibility for the several parts of interline rate filing wonldq 
remain with the several bureaus responsible for the parts thereof. The respective 
bureaus acting initially through the designated rating bureau would be able to 
deal with all matters promptly and without duplication in answering any and q}j 
questions which may be raised with respect to any filing. 

(c) Joint filings by rating bureaus and independent insurers.—It was suggested 
that the same general procedure could be followed in all instances where ay 
insurer is a member of or a subscriber to one or more of the rating organizations 
involved but acts independently with respect to a line of insurance included in the 
interline filing under the jurisdiction of a different rating bureau. For example, 
if an interline filing has been made by bureaus A, B, and C and company X ig q 
subscriber to bureaus A and B and files independently with respect to the line of 
insurance rated by bureau C, a joint interline rating filing could be made by 
bureaus A and B with company X. In such instances one of the bureaus would 
be the designated appointee for the purpose of receiving notices or questions 
pertaining to the filing from the insurance department. 

Mr. Pugh expressed the view that multiple line rating should be treated ag a 
separate entity for rating purposes. He stated he believed that a joint filing such 
as that suggested would create difficulties for companies which operate independ- 
ently for one or more of the lines included in an interline rating filing. He 
agreed to submit a statement to the subeommittee of the difficulties which he 
thought would be present. 

(d) Filings by independent insurers.—lIt was stated that filings would be made 
by insurers alone when they were not members of or subscribers to any rating 
organization for any line of insurance included in an interline rating filing. 

Mr. Wayne was unanimously elected chairman of the next meeting which will 
be held on Friday, July 25, at 10 a.m. in the offices of the Inland Marine Insur- 
ance Bureau at 161 William Street, New York. 

The meeting adiourned at 5 p.m. 

Respectfully submitted. 


H. F. Perier 


MULTI-PERIL INSURANCE CONFERENCE, 
New York N.Y., August 25, 1958. 
To Industry Advisory Committee: 


Attached hereto are copies of the minutes of the July 7 meeting of the rating 
committee; minutes of the July 8 meeting of the rating committee and the New 
York Insurance Department committee; minutes of the July 30 meeting of the 
powers subcommittee. 

These minutes have been approved by all members of the subcommittee except 
the National Board of Fire Underwriters. In view of the fact that Mr. Berry is 
out of the office, the national board has reserved their position. 

Yours very truly, 


H. F. Perwtetr, General Manager. 


Ratinc SUBCOMMITTEE OF INDUSTRY ADVISORY COMMITTEE, JULY 7, 1958 


A meeting of the rating subcommittee of the New York Industry Advisory 
Committee was held on July 7, 1958, in the conference room of this organization. 
The meeting was called to order by Mr. Perlet acting as chairman for Multi-Peril 
Insurance Conference. 

The following persons were in attendance: 

Charles M. Close, Great American Group (Multi-Peril Insurance Conference) ; 
John F. FitzGerald, The Surety Association of America; Robert N. Gilmore, Jr., 
Association of Casualty & Surety Companies; C. H. Graves, Mutual Insurance 
Rating Bureau; John 8S. Hamilton, Jr., American Mutual Insurance Alliance; 
Hugh Harbison, National Board of Fire Underwriters; C. F. Harrington, National 
Association of Casualty & Surety Agents; Ambrose B. Kelly, Factory Mutuals; 
Ralph W. Lester, Great American Group (Multi-Peril Insurance Conference) ; 
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Milton W. Mays, Association of Casualty & Surety Companies; Philip T. More- 
house, The Surety Association of America; H. F. Perlet, Multi-Peril Insurance 
Conference ; William B. Pugh, Jr., Insurance Company of North America; B. F. 
Curren, Underwriters Rating Board ; Elmer Twaits, National Bureau of Casualty 
Underwriters ; John P. Walsh, (Watters & Donovan) National Bureau of Casualty 
Underwriters ; Harry Wasserman, New York State Central Organization; Harold 
L. Wayne, Inland Marine Underwriters Association ; John C. Weghorn, National 
Association of Casualty & Surety Agents; J. Milton Wright, American Reciprocal 
rers. 

ime committee considered the ‘Suggested Revisions by Department’s Subcom- 
mittee on Rating” and initial discussion brought about a unanimous conclusion 
py the committee that inasmuch as these identical items were presently under 
consideration on a nationwide basis by a subcommittee of the National Associa- 
tion of Insurance Commissioners, any consideration of such matters in the State 
of New York should be deferred pending the outcome of the NAIC deliberations. 
It was brought out that several organizations operated on a nationwide basis and 
it would be difficult, if not impossible, to operate under varying sets of rules. The 
committee, therefore, was unanimously of the opinion that it would be appropriate 
to request the department to defer action on the recommendations only pending 
disposition by the NAIC. hee tera a ; 

The committee then turned to a brief individual analysis of the various 
proposals made by the department and it was stressed that in view of the 
fact that these proposals had been received at such a late date any action 
taken by the industry subcommittee would be wholly tentative and would have 
to be approved by the principals of each representative as well as by the full 
committee in accordance with prior adopted procedure. 

The committee also was generally of the opinion that if it was necessary 
to proceed with some of the items set forth in the department proposal that 
an attempt should be made to do it by administrative rule rather than by 
legislation. It was recognized that because of the relative newness of the 
field if any errors were made it would be much easier to change them in an 
administrative rule than in a statute. 

In making the analysis several members of the committee stated that they 
were unable to ascertain exactly what problem had confronted the department 
in proposing the specific change. Thus, for instance, in the proposal to revise 
section 181(3) the word “make” was changed to “file.” There seemed to be 
no apparent reason for a change of this type. The concensus of the committee 
opinion, and in line with what most members of the committee thought would 
be done, was to ask the department for a memorandum or explanation of the 
problems which confronted them and which had led to the suggested revisions. 
The committee thought that if they were made acquainted with the problems 
they could more intelligently discuss the proposal and possibly suggest improve- 
ments or changes. Under the present situation the committee was more or 
less compelled to guess what the department was driving at in each of its 
proposals. 

The meeting adjourned at 3:30 p.m. 

Respectfully submitted. 

H. F. PERLET. 


JOINT MEETING OF NEW YORK INSURANCE DEPARTMENT COMMITTEE AND RATING 
SUBCOMMITTEE OF INDUSTRY ADVISORY COMMITTEE, JULY 8, 1958 


The meeting was called to order by Mr. Schantz at 10 a.m. 

The following persons were in attendance: H. Schantz, J. F. Collins, J. Mal- 
muth, H. Sohmer, New York Insurance Department; Charles M. Close, Great 
American Group (Multi-Peril Insurance Conference) ; John F. FitzGerald. The 
Surety Association of America; Robert N. Gilmore, Jr., Association of Casualty 
& Surety Cos.; C. H. Graves, Mutual Insurance Rating Bureau, John S. Ham- 
ilton, Jr., American Mutual Insurance Alliance; Hugh Harbison, Nation- 
al. Board of Fire Underwriters; C. F. Harrington, National Association of 
Casualty & Surety Agents; Ambrose B. Kelly, Factory Mutuals; Ralph W. 
Lester, Great American Group (Multi-Peril Insurance Conference) ; Milton W. 
Mays, Association of Casualty & Surety Companies; Philip T. Morehouse, The 
Surety Association of America; H. F. Perlet, Multi-Peril Insurance Confer- 
ence; William B. Pugh, Jr., Insurance Co. of North America; E. F. Cur- 
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ren, Underwriters Rating Board; Elmer Twaits, National Bureau of Casualty 
Underwriters; John P. Walsh, (Watters & Donovan) National Bureau of Cas. 
ualty Underwriters; Harry Wasserman, New York State Central Organization; 
Harold L. Wayne, Inland Marine Underwriters Association; John C. Weghorn, 
National Association of Casualty & Surety Agents; J. Milton Wright, American 
Reciprocal Insurers. 

Mr. Perlet, as chairman of the industry subcommittee, thanked the depart. 
ment for postponing the meeting so that the industry subcommittee could meet 
on the proposal. He then outlined generally the position taken by the industry 
subcommittee at their meeting of the prior day. Briefly these points were as 
follows: 

1. Discussions in the subcommittee brought out the fact that the very changes 
set forth in the department proposal were currently under discussion on g 
national basis by the NAIC. Inasmuch as most members of the subcommittee 
operate on a national basis they were unanimously of the opinion that it would 
be appropriate to request the department to defer action on the rating 
recommendations. 

2. That the industry subcommittee was under the impression that the depart- 
ment was going to prepare a memorandum setting forth the problems which they 
encountered so that the industry subcommittee could be fully acquainted with 
these problems and placed in a better position to offer suggestions for improve- 
ment. 

8. Any action taken by the industry subcommittee at this meeting would have to 
be on an individual basis and not binding on either the representative’s organiza- 
tion or on the full committee. 

4. That the industry committee was not convinced that legislation was neces- 
sary and that if any action was needed they were unanimously of the opinion that 
it should be in the form of administrative ruling rather than legislation. 

Following this presentation Mr. Schantz took the position that the department 
had no control over the NAIC subcommittee and, therefore, he felt that the pre- 
sent considerations of the committee should continue. With respect to the memo- 
randum setting forth the principles and problems involved, the department was 
of the opinion that everybody was well acquainted with the problems and, there- 
fore, a memorandum would be redundant. The question of administrative rule 
was set aside for the present and Mr. Schantz requested that the group consider 
item by item the various proposals made by the department. Following is a 
résumé of them: 

Section 181(3): The department agreed that the word “make” should be re- 
instated in the section although they were of the opinion that a rating organiza- 
tion could either “make” or “file” rates. It was brought out that the definition of 
a rating organization in section 180(4) defined it as one which “makes” rates, 
The department stated that they were attempting to take care of the situation 
where one bureau does not make rates for the entire package but wants to “file” 
the entire package. The industry was unanimously opposed to any change. 

Section 181(4): The department agreed to a revision of the last line of this 
proposal whereby it would read “classes of risk, or any part or combination of 
the foregoing.” Several members of the industry took objection to the revision 
on the ground that it would further broaden the casualty section to permit sub- 
seriberships by class of risk. Thus for example a company could join for class 
1 auto or class 2 auto liability, and not be required to join for the entire auto 
liability service. It was stated that it would be practically impossible to physi- 
eally cope with this situation and furthermore it creates additional problems 
such as in experience rating where all BI coverages are combined for the purpose 
of determining the risk experience. The industry generally opposed this revision. 

Section 183(1): The department indicated that this revision was suggested 
to underline that only loss experience was required for the 5-year period and that 
the time period did not apply to expense experience. This was in connection 
with a recent hearing where some party had claimed that the reference to ex- 
perience meant both loss and expense. The industry opposed this change on the 
ground that it did not have to do with multiple-line matters. 

Section 183(3) : The department indicated that they had no particular reason 
for this suggested revision other than to make the same rules apply to casualty as 
apply to fire. The casualty interests objected to the revision on the grounds 
that the current provisions were working satisfactorily and were in line with ex- 
isting casualty practice, whereas the proposed revision introduced a whole new 
set of factors. The industry generally opposed this revision. 
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Section 184(1): The basic change in this section had to do with introduction 
of a section relating to multiple-peril-package policies. The industry objected 
to the provisions on several bases as follows: 

1. Forms were included in the filing requirement. 

2. There was no definition of indivisible or composite. 

8. Power was given to the superintendent to disapprove combinations if he 
finds they are not reasonably related. 

There was general opposition to the adoption of this rather vague language in 
a statutory enactment. y 

Section 184(3) : The principal change in this section was to authorize rating 
organizations to assess nonmembers for service rendered to them. The entire 
industry objected to this provision on several grounds including the fact that 
it gave a property right to rates filed by rating organizations rather than rates 
made by them thereby giving a property right in something which might not 
be the work product of the bureau. Furthermore, the provision required an 
annual assessment whereas some bureaus sell manuals, ete., which could be 
construed as assessments and are levied on a monthly or periodic basis. 

Section 185(1) : The department indicated that they had no particular problem 
in mind with respect to this particular section but were merely trying to clean up 
the language. The industry objected to the change on the basis that the present 
section appeared to be working well and created no apparent problems. 

Section 185(4) : The principal purpose of this revision appeared to be to make 
the fire deviation provisions applicable to the casualty filings. The casualty 
people objected strenuously on the basis that there were good and sufficient 
reasons for treating a casualty deviation on a different basis than a fire deviation. 
It was pointed out that this section had received a great amount of study at 
the time the all-industry bills were prepared and any tampering with it might 
upset the whole casualty regulatory picture. The second part of the proposal 
permitting a perpetual deviation except with respect to rates was also discussed. 
It was pointed out that as long as rating plans could be made the subject of such 
perpetual deviation it would be almost futile to require the annual filing of rates. 
There was also some question as to whether simplifying the deviation procedure 
was in the interest of all parties. 

Section 186(2) : The industry indicated an objection to the proposed revision 
on the basis that it applies to any kind of insurance subdivision, etc., rather 
than a class of risk. It was the industry contention that this revision might 
permit the superintendent to fix rates on a kind of insurance rather than on a 
class of risk. The department indicated that they had no particular problem 
in mind and were merely trying to true up the language. 

Section 186(5) : The proposal to add a subsection 5 providing that a multiple- 
line policy need not conform with the standard fire policy if it contains conditions 
equal or more favorable to the insured was not opposed in principle by the mem- 
bers of the industry subcommittee. However, it was pointed out that the indus- 
try was also working on this problem and would probably have some suggestions 
in the near future. 

Mr. Schantz requested that a joint meeting of the powers subcommittee and 
the rating subcommittee be held on July 15, 1958, to consider possible revision 
of the definition of kind of insurance in section 46. 

The meeting adjourned at 5 p.m. 

e Respectfully submitted. 
H. F. PEertet. 


MINUTES OF MEETING OF POWERS SUBCOMMITTEE OF THE INDUSTRY ADVISORY 
COMMITTEE, JULY 30, 1958 


In accordance with the communication of July 21, 1958, from Mr. H. F. Perlet 
of Multi-Peril Insurance Conference, members of the powers subcommittee of 
the industry advisory committee on multiple-line legislation, as listed below, 
attended a meeting on July 30, 1958, at the office of the Multi-Peril Insurance 
Conference. The following members were present: 

Mr. Tuttle, American Institute of Marine Underwriters. 
Mr. Abramson, Association of Casualty & Surety Co. 
Mr. McKenzie, National Board of Fire Underwriters. 
Mr. Wayne, Inland Marine Underwriters Association. 
Mr. Perlet, Multi-Peril Insurance Conference. 

Also present: Messrs. Pugh (Insurance Co. of North America), Wright (Asso- 
ciated Reciprocal Exchange), Weghorn (National Association of Casualty & 
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Surety Agents), Curren (Underwriting Rating Board), Morehouse (Snrety 
Association of America), Walsh (National Bureau of Casualty Underwriters) 
An informal meeting of those present was called to order by Mr. H. F. Perlet 
and a discussion ensued as to whether it was advisable to have a joint mee 
of the powers subcommittee and the rating subcommittee or whether separate 
meetings should be held. It being the opinion of those present that separate meet. 
ings should be held, Mr. Tuttle, acting as chairman, called to order the meeting of 
the powers subcommittee. The chairman referred to the New York Insurance 
Department’s draft of section 46 of the New York insurance law dated July 14 
1958 and distributed by the department on July 15. He also referred to the com. 
parison of the New York department proposals with the existing law prepareg 
by Mr. Keyes, which accompanied Mr. Perlet’s letter of July 21, 1958. He stateg 
that it was his understanding that the purpose of the meeting was to consider 
what, if any, changes in section 46 might be made advisable in view of the 
problems presented by multiple-line insurance. 

In concurrence with the committee he stated that comments from others than 
members of the committee would be welcome in the discussion of this problem 

In the ensuing discussion it was pointed out that at an earlier meeting it had 
been suggested to the department that one of the first decisions to be made wags 
whether, in view of the problems of multiple-line insurance, a recodification of 
the law was envisaged or whether only the changes made necessary by this form 
of insurance were contemplated. Since it appeared that recodification was not 
contemplated the committee felt that only the minimum changes made necessary 
by multiple-line insurance should be adopted. This conclusion was based, among 
other things, on the conviction that there was great value to the body of existing 
law and the interpretations which have been made upon it over many years; upon 
the conviction that changes beyond the minimum necessary would be time con- 
suming to the detriment of the whole program with respect to multiple-line insur. 
ance ; because consideration of all the changes suggested by the department would 
make necessary reference to so many special fields that it would be almost the 
equivalent of a recodification. 

Members of the committee recognized that there are existing problems outside 
of those raised by multiple-line insurance, such as, those raised by the use of 
nuclear energy, but they were unanimous in their opinion that these were prob- 
lems outside the area of multiple-line insurance, per se. 

The committee had in mind the insurance department’s position, indicated at 
an earlier meeting, that lines which constitute the business of life insurance 
were not within the scope of their consideration of multiple-line insurance. 

The committee unanimously agreed that the minimum changes made necessary 
by multiple-line insurance could be accomplished by modifying a portion of the 
opening paragraph of section 46 and adding a new subparagraph No. 24 under 
section 46. 

The committee suggests for consideration by the department that the follow- 
ing would eliminate the difficulties created by multiple-line insurance so far as 
section 46 is concerned : 

The opening paragraph of section 46 be amended by deleting the last sentence 
and substituting for it the following: 

“The following definitions of kinds of insurance are not mutually exclusive. 
Two or more kinds of insurance or subsections or parts thereof may, except as 


herein provided, be included in a single contract and such contracts may include, 


insurance covering on an all risk basis with specified exclusions. No kind of 
insurance specified in paragraphs 1, 2, and 3 of this section shall be included in 
a single contract with kinds of insurance specified in other paragraphs of this 
section.” 

The suggested wording is based on the department’s suggestion, but the exclu- 
sion is intended to bring this section into line with section 193 of the New York 
Insurance law pertaining to life insurance companies. Any, by a new paragraph 
No. 24, which consists of the paragraph “Miscellaneous insurance” suggested by 
the insurance department, with the last sentence deleted, and to read as follows: 

“ ‘Miscellaneous insurance,’ including insurance against any other kind of loss 
of or damage to property interests therein or against any other kind of liability 
and not within any kind or kinds of insurance defined in this chapter, if such 
insurance is not disapproved by the superintendent as being contrary to law 
or public policy.” 

It was the opinion of the committee that section 46 was not the appropriate 
section in which to deal with the capital requirements. 
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It was agreed that copies of these minutes should be sent, upon approval by 
the members of the subcommittee, to the chairman of the full committee as con- 
stituting the report of the Powers subcommittee of the industry advisory com- 
mittee on multiple-line insurance. Mr. Perlet was requested to notify Mr. 
Schantz that the subcommittee had met and that a report would be made to the 


mmittee. 
"hae being no further business the meeting was adjourned at 12:30 p.m. 


OFFICE MEMORANDUM 
AvueusT 29, 1958. 
To: Mr. J. Raymond Berry, general counsel. 
From: Ray Hughes. : i 
Subject: Mr. Crafts’ letter of August 19 with reference to H.R. 18707, relating 
to the taxation of income of mutual life insurance companies. 


I have read with interest Mr. Crafts’ letter concerning the above-captioned 
pill. This bill has not received the support of many prominent mutual life 
insurance companies, including the big four—the Metropolitan, the Prudential, 
the Equitable, and the New York Life. ; . 

The introduction of this bill indicates a serious division in the ranks of life 
insurance companies and would appear to have little chance of passage in the 
ist session of the 86th Congress. 

The life insurance business, as you know, has had no established tax base 
for Federal income taxation during the past 10 years. It has now gotten to the 
point where both the Congress and the Treasury Department expect the busi- 
ness to come up with an acceptable tax law in the near future. The Treasury 
Department has provided a set of specifications as to what, in general, the life 
company tax law should contain and, if the life companies do not come up with 
their own bill, the Treasury will write a bill for them. 

As a matter of fact, Senator Harry Byrd, chairman of the Senate Finance 


Committee expected the Treasury Department to present such a bill to the 85th 


Congress. The best the Treasury Department could do was a set of specifica- 
tions. 

The first item of interest to Mr. Crafts in the life company bill involved the 
total receipts approach which is introduced for the first time as a basis for 
life company taxation. Stock fire and casualty companies have employed this 
basis since 1921. All premium receipts, investment income, and capital gains, 
less underwriting and investment expenses, less dividends received and similar 
credits, produce net taxable income. 

This approach in the life company field would produce tremendous tax in- 
creases for some of the larger companies. I am not familiar enough with this 
bill or life company operation to know how far it goes in eliminating this ob- 
jection of the larger companies; but, apparently the lack of support of the 
larger companies indicates, in their opinion, it does not go far enough. 

The second item of particular interest to Mr. Crafts involves an “additional 
fund for protection of policyholders.” Under section 812, a method for adjust- 
ing the net operating income of a life company, is set forth. This income may 
be adjusted upward or downward, depending upon whether or not a net increase 
or net decrease was involved during the taxable year in six specifically pre 
scribed categories. 

I do not know enough about life company operations to evaluate these changes, 
but I assume that in a period of rising volume of premium writings they would 
produce a downward adjustment of taxable net income; while the reverse would 
be true in periods of declining premium volume. 

This does not seem to be, in principal, greatly different from the establishment 
of a catastrophe reserve on the basis of a percentage charge against each year’s 
income to build a fund out of which catastrophe losses would be paid. 

You will recall that a few years ago our tax committee employed a firm of 
public accountants to study the tax effect of a catastrophe reserve for member 
companies had it been in effect for a 10-year period. 

This study was based on certain information, including copies of actual filed 
tax returns by more than a dozen large groups of member companies, and 
strangely enough, the independent accountants found that had such a reserve 
been in effect for the 10-year period, the companies included in the test would 
have paid more Federal income tax than was actually paid during the period. 
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This was, in part, due to the gradual increase in corporate rates during the 
period where a fund is built up out of income taxable at lower rates and catas. 
trophes are later charged against the reserve during years of higher Federa] jp- 
come tax rates. The companies could be in a position of not only meeting large 
catastrophe losses, but also paying high Federal income taxes because the catas. 
trophe losses could not be charged against current income, but only against the 
reserve or fund established for that purpose. 

I have taken the liberty, in your absence, of furnishing the members of our 
tax committee with a copy of Mr. Crafts’ letter and H.R. 13707 for their con. 
sideration. 


(Copy to Messrs. L. A. Vincent, J. G. McKenzie, and R. E. Hughes) 


SEPTEMBER 9, 1958, 
Mr. JAMES F. CRAFTS, 
President, Fireman’s Fund Insurance Co., 
San Francisco, Calif. 


DeAR JIM: Please pardon the delay in answering your letter of August 19. 
Code hearings and the American Bar Association meeting have kept me away 
from the office. 

In line with your suggestion, I will draw the attention of our tax committee 
to H.R. 13707. I do not think our committee has any disposition to stand pat. 
It was on their recommendation that we employed Haskins & Sells, in 1956, to 
make a survey of catastrophe reserves for our companies in connection with 
Federal income tax and that same subcommittee opened the matter up with 
Colin Stam and his staff. 

The Hasking & Sells study confirmed the tentative conclusions of your tax 
committee that our companies, had they had a compulsory catastrophe reserve 
such as seems to be called for under H.R. 13707, would have paid more taxes 
than they paid under the law as it stood. 

I will suggest to the subcommittee that it reexamine this conclusion in the 
light of what has transpired in the last 2 years. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 


OFFICE MEMORANDUM 
SEPTEMBER 9, 1958. 
To: Mr. Ray Hughes. 
From: Mr. J. Raymond Berry. 


Will you please see that members of our tax subcommittee get a copy of H.R. 
13707? Ask them to review it in particular reference to the mandatory reserve 
section and see whether that gives them any thought with reference to advisa- 
bility or nonadvisability of attempting to get a catastrophe reserve for our 
business. 

I, of course, am familiar with the conclusion reached in 1956. I just want to 
know now whether anything in the last 2 years will change that conclusion. 


J. R. B. 


OFFICE MEMORANDUM 


NEw YORK OFFICE, 
September 12, 1958. 
From: The National Board of Fire Underwriters, committee on laws, J. Raymond 
Berry, general counsel. 

For: Mr. J. G. McKenzie. 
To: Mr. Harold L. Wayne, manager, Inland Marine Underwriters Association. 

If there is to be any revision of the minutes, I make these suggestions in the 
interest of trying to get agreement: 

(1) As to the first Pugh proposal, I do not think that needs to be incorporated. 
We were all discussing possible solutions—some of them might have involved 
the need for change in the law; although we were not inviting a change. They 
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were advanced on the assumption they would be legal under a properly drawn 
law. 

At the meeting of Wednesday, September 10, the discussion continued along 
those same lines. It was the independent spokesman, Mr. Lemmon, who sug- 
gested a regulatory pattern of subscribership with no one bound to follow the 
rate to which he subscribed. Certainly this contemplated change in the law. 
As a matter of fact, reference was made to California and Idaho laws as the 
type of regulation Mr. Lemmon had in mind—obviously a change from the all- 
industry law. 

(2) I have no recollection of any suggestion in the three meetings, whose 
minutes we were reviewing, that Mr. Pugh suggested that the proponents of coop- 
erative rate findings had, as their basic intent and purpose, restraint of com- 
petition rather than an efficient system. 

I have a definite recollection to the contrary, i.e., that the discussion initiated 
by Mr. Pugh on the question of cumbersomeness, expensiveness, and inefficiency 
expanded into a discussion of the cumbersomeness, expensiveness, and inefficiency 
which would follow on the many independent filings if cooperative rate filing 
was not used. Asa matter of fact, you will remember in the meeting September 
10, that part of the discussion continued and Mr. Collins was asked whether 
the work of the New York department would not increase if everyone made inde- 
pendent filings and he first evaded answering by saying they wouldn’t all make 
independent filings and then failed to answer. Therefore, if the minutes are 
to be expanded to show reference by Mr. Pugh to “cumbersomeness, expensiveness, 
and inefficiency,” they should also be expanded to cover the countersuggestion 
of cumbersomeness, expensiveness, and inefficiency which would follow an inde- 
pendent filing and also New York department’s failure to contradict this when 
invited. 

(3) If Mr. Pugh’s third point is to be incorporated, then the countering discus- 
sion must also be incorporated with reference to the inefficiencies and expenses 
that would follow on any system other than the cooperative system, including the 
impact on small and medium-sized companies. In this connection—assuming 
Mr. Pugh’s third point is incorporated—the minutes of the September 10 meeting 
must show that this last point was not answered except through Mr. Collins of 
the New York department comments that he did not believe it would happen; i.e., 
he did not believe there would be many independent filings because it was an 
expensive way to operate (he mentioned Chubb as having set up a department) 
and also Collins’ observation that he did not think there were many combinations 
possible—that as a practical matter you could not combine automobile, for exam- 
ple, with other coverages. Also my comment in reply that I had already been 
advised in the Middle Western States of contracts already drawn which made 
such combinations and where the predominant premium was casualty. 

(4) If point 4 is to be incorporated, it should be supplemented to specifically 
point out that members of the committee asked Mr. Pugh if he would give them 
a written statement on this showing how this result would follow as part of the 
burdens imposed upon an individual company and he agreed to furnish such a 
statement, but declined to furnish it at the September 10 meeting, advancing only 
one reason for failing to do so; i.e., the New York decision. When invited to 
point out where in the New York decision there was any such expla- 
nation, he failed to do so and at this point Mr. Eppes offered to furnish copies 
of briefs. 

(5) Mr. Pugh did discuss the material in the first sentence of point 5 and 
he did touch on the fact that North America homeowners policy filings and earlier 
EMPIRO filings had been made as a separate entity (and he may have referred 
to commercial property filings, although my recollection is blank on this), but 
he did not describe that background as “established” and in my opinion it would 
be a mistake to describe it as established. 

(6) The argument referred to in this item just was not made. 

(7) If this is to go in then we must also stress the urging by members of the 
committee that Mr. Pugh explain what he meant; his failure to explain what 
he meant and, his agreement to furnish a written explanation of what he meant, 
which he repudiated at the September 10 meeting. 

(8) Mr. Pugh did suggest a multiple line rating bureau. He did not say 
anything about “honestly concerned.” When he did make the suggestion for a 
multiple line rating bureau, it drew the comment that this came with odd grace 
from a representative of a company which had been a leader in departing from 
rating bureaus and their filings. 
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As to the September 10 meeting, if the minutes of the earlier meetings are to 
be expanded along the lines suggested by Mr. Pugh, they should also show 
(a) that the whole morning session was lost to constructive work as a regylt 
of the procedure taken by Mr. Pugh and Mr. Eppes; whereas they should haye 
come forward with corrections to the minutes if they thought they were inade 
quate; (0) that Mr. Eppes flatly declined to furnish the statement which his 
associate Mr. Pugh had promised, leaving it to Mr. Pugh to state that we should 
reconsider that promise in the light of what has transpired, specifically, the New 
York decision; that when Mr. Pugh was asked to point out where in the New» 
York decision was the material which he had agreed to furnish, he failed to do 
so; (c) that Mr. Lemmon suggested an approach to regulation whereby gub- 
scribers to a rating bureau would be free to use whatever rate they wanted— 
somewhat akin to the California and Idaho laws; (d) that Mr. Eppes, who 
was not present at any all-industry meeting, undertook to state what was in the 
minds of the all-industry committee with reference to the “overlap section” and 
was promptly contradicted by three members who helped draft the all-industry 
bill; (e) that Mr. Collins admitted the New York department didn’t know what 
the intent was and couldn’t think of any other than the one Mr. Eppes advanced 
and therefore followed it; (f) that Mr. Eppes’ mindreading interpretation was 
that the draftsmen had in mind full multiple-line contracts and that after being 
shown to be wrong by the three draftsmen, he retreated to the argument that 
whatever they meant—the words were clear (not to Mr. Collins); that Mr, 
Harbison then read the words of the casualty law aloud with the preceding 
words and showed conclusively they applied only to those parts of casualty 
insurance which were also under the scope definitions in the fire rate law. 


For Mr. J. G. McKenzie. 
From: The National Board of Fire Underwriters, committee on laws. 


SEPTEMBER 16, 1958. 
Re rate regulatory laws. 


Mr. H. CLay JOHNSON, 
Deputy U.S. Manager, Royal-Globe Insurance Group, 
New York, N.Y. 

Dear Criay: I have given a lot of thought to your letter of August 25 in con- 
nection with the above. We are in agreement that the companies should conduct 
an “agonizing” reappraisal of their situation under the rating laws. 

I, however, see no chance of launching a legislative campaign this coming 
year, nor do I see any chance of doing anything on the codes which are to be 
adopted this coming year. For one thing, there is not enough time. The codes 
are, for the most part, crystallized as to rating sections. Those sections which 
are not crystallized are sections which would give more power to the insurance 
commissioner than he now has. 

Apart from the question of time, I do not believe a sucessful nationwide cam- 
paign can be launched for legislative amendments to the rating laws unless such 
a campaign has the affirmative support of all segments of the business. I do not 
believe there is a chance of getting such affirmative support unless possibly on 
this basis; that the bureau companies would give up so-called bureau control and 
support the California or Idaho type of statute. 

This suggestion is not as radical as it might sound to some people. The 
marine and aviation business, as you well know, is practically free of rate regu- 
lation. I was told the other day that approximately 50 percent of the inland 
marine premiums is not subject to prior approval and some of it not subject to 
filing and now you have a department decision as to commercial property cover- 
age which, in effect, makes you all independents as to property and casualty cover- 
ages if you will just throw them together in a multiple-peril contract. 

I had better insert here that I am not advocating anything; I am merely sug- 
gesting this analysis as part of the “agonizing” reappraisal. 

Turning now to the second paragraph of your letter, our executives and this 
department were convinced, as you say, that effective regulation would be 
required, but we here were never of the opinion that prior approval or “deemer” 
clause was necessary for affirmative regulation. 

Pages 10 and 11 of the fourth and fifth reports of our subcommittee of lawyers 
outline five patterns of regulation. One and two are roughly prior approval and 
deemer clause; three is filing with immediate right to use. Commissioner may, 
after hearing, order discontinuance effective as of date of the order. Four 
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would require no filing except as called for by the commissioner and five was a 
statute setting standards and imposing penalties. 

The lawyers report has this to say about these five patterns: “We believe that 
the methods referred to in paragraphs Nos. 1 and 2 represents a greater degree 
of control than is requisite to satisfy the requirements of Public Law 15. 

“Taking up the other extreme, we feel that it would not be safe to rely upon 
the method mentioned in paragraph No. 5 as a general pattern of State regulation. 

“It is difficult to select a particular method as representing the probable mini- 
mum degree of control which the courts would approve as a general pattern, but 
we believe that method No. 4, giving the commissioner power to require filings, 
would have a reasonable likelihood of being upheld as sufficient.” [Emphasis 

ine. 

a ean see from the above that, when we agreed to support pattern No. 2, 
we agreed to support a pattern which, in the views of the lawyers, represented 
“a greater degree of control than is requisite to satisfy the requirements of 
Public Law 15.” 

There were a number of reasons moving our executives at that time to the 
above decision some of which had nothing to do with law. My point is; I would 
see no inconsistency if the business now took a position differing from the one 
taken in 1945, provided the reasons which moved the executives in 1945 are now 
absent or are no longer of major significance. 

You have told me after the dictation of your letter that you talked with Bob 
Gilmore and were left with his views that practical difficulties—printing and 
distributionwise—make it necessary for a rating bureau to get its proposed 
filing approved in substance before it is made. Of course, if we had a California 
or Idaho pattern the practical difficulties which Gilmore mentioned would almost 
disappear. 

And, if we had the pattern of those two States, we would not have to decide 
whether your views as to public utility type of regulation are correct. The com- 
missioner would have to call a hearing before a rate could be disapproved. 

The big question in my mind as to the California and Idaho pattern has 
always been: What happens to the small and medium sized companies? I am 
beginning to wonder whether my question has any substance. The small and 
medium sized companies that are vocal profess to be great believers in the Cali- 
fornia and Idaho pattern. As recently as last week the spokesman for NAII 
advocated such a pattern. He was not deterred in his advocacy when he was 
asked whether he would favor such a pattern if it was nationwide. Further- 
more, he claims that the small companies have made money in those States. 

It would be my hope that the “agonizing” reappraisal would carefully consider 
the advantages and disadvantages of a “no filing” system. I repeat, I think we 
could get the whole industry to back it up. The independents and the North 
America have gone too far to retreat from this position. The Transportation 
Insurance Bureau, run by the mutuals, has gone on record, at least part way, 
in this direction and at least one prominent spokesman for the mutuals has 
favored a reappraisal of the rating law situation. 

With best regards, 

Sincerely yours, 
J. RAYMOND Berry, General Counsel. 


THE NATIONAL BoarD or Fire UNDERWRITERS, 
New York, September 16, 1958. 
To Members of Subcommittee to Study Multiple Line Problems (Messrs. Hugh 
Harbison, chairman, John R. Barry, Philip S. Brown, Nicholas Dekker, 


iat Johnson, Charles A. Loughin, Archie M. Stevenson, William H. 
Tribou). 


GENTLEMEN : Today Mr. K. O. Smith, general manager of the New York Fire 
Insurance Rating Organization, called on me and advised me of the action taken 
by the Subcommittee on Rates, Rules, and Forms of the NYFIRO on September 
12. That action is embodied in the following resolution reading as follows: 

“Commercial property coverage——The committee voted to refer the matter of 
the decision regarding commercial property coverage filings, made on August 6, 
1958, by First Deputy Superintendent Lamanda of the Insurance Department of 
the State of New York, to the governing committee, with the recommendation 
that Chairman Garvie refer the subject to the subcommittee of the Laws Com- 
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mittee of the National Board of Fire Underwriters ‘to study multiple line Prob- 
lems,’ in connection with the study it is now making and for such data and 
information that such subcommittee may give to the governing committee,” 

I assume you all have copies of the decision referred to. I enclose herewith 
copy of memorandum, dated September 11, 1958, from Counsel Gross to My. 
Smith, with the thought that this matter should be discussed at our meeting oy 
September 23. 

Yours very truly, 
J. RAYMOND Berry, 
General Counsel, 
COMMERCIAL PROPERT COVERAGE 


Memorandum to Mr. K. O. Smith, general manager, New York Fire Insurance 
Rating Organization. 


Section 181(4) of the New York insurance law insofar as it provides for the 
right of partial subscribership reads as follows: 

“Bach rating organization shall * * * permit any authorized insurer, not ad- 
mitted to membership, to become a subscriber to its rating services for any king 
of insurance or subdivision thereof written by casualty or surety insurers or for 
any kind of insurance or subdivision or class of risk or a part or combination 
thereof written by fire or marine insurers or for such other insurers for which 
it is authorized to act asa rating organization.” 

When the North America companies and two others, made their independent 
filings for commercial property coverage they did so on the theory that this 
coverage was “a kind of insurance or subdivision or class of risk or a part or 
combination thereof” within the meaning of the above section, from which they 
could withdraw their subscription to the New York Fire Insurance Rating 
Organization. In line with this theory they advised NYFIRO of their wish to 
withdraw their subscription to the CPC filing made by NYFIRO, at the same time 
desiring to retain their subscribership to the mercantile occupancy classes which 
are eligible for coverage under the commercial property coverage. 

NYFIRO took the position with the insurance department that commercial 
property coverage was not “a kind of insurance or subdivision or class of risk 
or a part or combination thereof” within the meaning of the above section, and 
that in any event a subscriber could not lawfully make an independent filing for 
CPC without withdrawing its subscribership to the mercantile occupancy classes 
which form a component and integral part of the CPC filing. NYFIRO further 
contended that if a subscriber desired to make its own CPC filing it would 
have to do so by way of an application for deviation from the filing made on 
its behalf by NYFIRO. (These initial proceedings were conducted by cor- 
respondence and conferences. ) 

On September 4, 1957, then Superintendent Holz, resolved this issue in a 
decision in which he held that the CPC filing did not represent “a kind of insurance 
or subdivision or class of risk or a part or combination thereof” as that phrase 
is used in section 181(4) of the insurance law. He stated in part as follows: 

“It is manifest that the filings cannot be said to be a kind of insurance or a 
subdivision thereof * * *. 

“It cannot be said that this filing represents a ‘class of risk or a part or 
combination thereof’ * * *. 

“Inasmuch as these insurers are subscribers to the mercantile occupancy 
classes filed by NYFIRO for fire and extended coverage insurance, they are 
precluded from making independent filings for the same mercantile occupancy 
classes merely for the purpose of writing a multiple-peril policy. 

“In the final analysis, the so-called independent filings represent the premium 
charged for the insurance provided under a policy, rather than for a kind of 
insurance or a subdivision or a class ef risk or a part or combination thereof. 

“It is, therefore, my opinion that the filings made by the North America 
companies, the American Casualty Co. of Reading, Pa., and the General Insur- 
ance Co. of America for multiple-line coverage applicable to certain classes of 
mercantile occupancies do not meet the standards contained in section 181(4) 
for independent filings and should be ordered withdrawn.” 

Following this decision, the North America companies and the American 
Casualty Co. requested a formal hearing. This request was granted by the 
insurance department and hearings were held on January 21, 22, and March 
19, 20, 1958. NYFIRO was granted permission to intervene in this hearing. 
The hearing was held before First Deputy Superintendent Arthur F. Lamanda; 
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422 pages of testimony were taken at these hearings, and a total of 134 exhibits 
were submitted in evidence. At the end of the hearing comprehensive briefs 
were filed by the interested parties, including NYFIRO, and briefs amicus 
curiae were also filed by Multi-Peril Insurance Conference, the National Asso- 
ciation of Independent Assurers, and the Federal, Vigilant & Sea Insurance 
Companies. 

On August 6, 1958, Deputy Superintendent Lamanda made a decision which 
is directly contrary to the decision made by former Superintendent Holz. In 
his decision, at page 9, Mr. Lamanda states the basic issues involved in the 
proceeding as follows: 

“The issues presented at this hearing are whether within the meaning of 
section 181(4) the North America companies and the American Casualty Co. 
may exclude the commercial property coverage from their subscribership to the 
rating services of NYFIRO and at the same time to exercise their right to 
continue to subscribe to the rating services of such rating organization for fire 
and extended coverage insurance with respect to mercantile occupancy classes 
when written under regular forms of fire and extended coverage policies.” 

In concluding his decision, at pages 18 and 19, Mr. Lamanda decided the 
issues in the following language: 

“It is my opinion that the language of section 181(4) is sufficiently broad to 
give an insurer the right to become a partial subscriber to the rating service of 
NYFIRO for a kind of insurance or a subdivision of a kind of insurance or 
class of risk or a subdivision of a kind of insurance or class of risk or a part 
or combination of any of the foregoing which may be written by a fire or 
marine insurer. The privilege to be a partial subscriber connotes the alterna- 
tive right of a subscriber to be an independent filer with respect to such kind 
or type or combination for which it does not subscribe. 

“After giving full consideration to all of the testimony and arguments pre- 
sented at the hearings and in the briefs, I conclude that the commercial property 
coverage policies are distinctly separate types of insurance contracts covering 
combinations of kinds of insurance and subdivisions of parts thereof for various 
classes of risks and that the petitioners may elect to exclude or withdraw such 
types of policies from their authorizations as subscribers to NYFIRO and to 
make such filings independently. I also conclude that under the provisions of 
section 181(4) such petitioners may continue to subscribe to the rating services 
of NYFIRO for the regular standard forms of fire insurance and extended 
coverage insurance in respect to mercantile occupancy classes. 

“Accordingly the determination of September 4, 1957, ordering the withdrawal 
of the independent filings is hereby rescinded. 

“The department is prepared to give consideration to refilings of independent 
filings of rating plans for commercial property coverage and similar types of 
policies and refilings of commercial property coverage filings by NYFIRO and 
participating rating organizations.” 

Obviously, as indicated above, Mr. Lamanda’s decision is directly contrary to 
the prior decision made by Superintendent Holz on September 4, 1958. There 
are a number of miscellaneous statements made by Mr. Lamanda in his opinion 
upon which he bases his decision, with respect to which we believe he was in 
error such as those referred to in Mr. K. O. Smith’s memorandum of September 
10, 1958, particularly those mentioned in items 1, 3, 6, 7, and 9. 

(The following are excerpts from memorandum of September 10, 1958, by 
K. O. Smith, regarding decision by insurance department dated August 6, 1958. 
References are to pages in that decision :) 

“Item 1: See page 3, last paragraph. Mr. Lamanda stresses that account 
rate is indivisible, as claimed by petitioners in support of their contention that 
CPC may be the subject of independent filings. 

“The fact is that if any word in the last paragraph of page 3 is underlined 
for emphasis, it should be ‘account’. The rates which are used for CPC are 
divisible rates, rates for fire, rates for extended coverage, and rates for all 
other perils. These rates must be shown on the work sheets which in turn are 
attached to daily report. The divisible rates are checked by the stamping office 
of the rating organization and the premiums developed thereby are coded for 
statistical purposes. 

“The last sentence of that paragraph on page 3 states ‘* * * fire and extended 
coverage rates based upon the * * *.’ 
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“The fact is the fire and extended coverage rates are the rates promulgateq by 
NYFIRO which accents the divisible nature of the rates filed as part of this 
plan. 

“Item 3: See last paragraph page 6 (continued on p. 7), and first paragraph 
page 7. 

“The language of these paragraphs of the decision follows in general the cop. 
tention of petitioners, that the experience for CPC will be kept separate from the 
regular fire business, (apparently in their effort to show support for independent 
filings for CPC). 

“The fact is that these comments in the decision are not complete. The 
sentence beginning at the top of page 7 ‘Under the amended * * * ete, * + » 
should further state ‘and, however, code 10 will include fire experience reported 
under code 71 and code 20 will include extended coverage experience reported 
under code 72 so that the experience developed by the CPC will be properly re 
ported in the various mercantile occupancy classes, when the national board 
compiles data in their role as statistical agent for the New York Insurance 
Department.’ 

“Further, the paragraph referred to in the department decision does not men- 
tion the fact that occupancy classes and construction protection codes retain 
their identity under this statistical plan (for example a CPC policy may be 
coded firewise as °*71-042-3’ and this would be also reported by the nationa} 
board for statistical purposes as ‘10—042-3’. 

“Item 6: See paragraph 3 on page 13 reading ‘When article VIII * * * 
etc. * * *” The inference given in this paragraph is that article VIII was 
revised to provide for writing of multiple-line policies. The fact is that the 
partial subscribership section of the law was inserted in 1948 as part of genera] 
revision in that year to absorb all-industry recommendations. These amendments 
had nothing to do with the advent of multiple-line writing. 

“While some multiple-line legislation had been enacted in 1946-47, it wasn’t 
until 1949 that fire companies were given the right to write casualty lines 
generally. 

“Item 7: See paragraph on page 15 beginning ‘counsel for NYFIRO, etc.’ 

“This is an important error in Mr. Lamanda’s decision. He confuses (as 
petitioners intended) the present matter with right of partial subscribership 
asserted in Cullen v. Bohlinger. In that latter matter, it was resolved that a 
company had a right to withdraw subscribership for a class or classes. NYFIRO 
does not contest that issue in CPC. However petitioners (and Mr. Lamanda) 
holds that a company may withdraw subscribership for some unnamed risks in 
a class or classes, a question never raised in Cullen v. Bohlinger. 

“Item 9: See page 16. top of page. Mr. Lamanda has erred in all conclusions 
contained in this paragraph. 

“Reference is made by Mr. Lamanda to MOP, HO, camera dealers, and other 
policies which have not been filed by NYFIRO in behalf of all members and 
subscribers. 

“Therefore Mr. Lamanda errs in considering those coverages as precedent. 

“Further he errs when he says the rating plans for the above are similar to 
the rating plan for CPC. Rates of the above policies are indivisible rates. CPC 
rates are not. See our point one.” 

It is the usual practice in the insurance department for decisions by hearing 
officers to be approved in writing by the superintendent of insurance, such ap- 
proval being endorsed at the end of the decision following the signature of the 
hearing officer. There is no such approval by Superintendent Wikler of Deputy 
Superintendent Lamanda’s decision of August 6, 1958. While this does not 
affect the effectiveness of the decision, it is mentioned for what it may be worth. 

Under section 34 of the insurance law (amended 1956), “any order, regulation 
or decision of the superintendent is declared to be subject to judicial review as 
permitted in the proceeding under article 78 of the (New York) Civil Practice 
Act.” 

Under section 187 of the insurance law “the findings, determinations, and orders 
of the superintendent made after notice and hearing pursuant to the preceding 
sections of this article shall be subject to judicial review.” 

In our opinion, NYFIRO is a party aggrieved by the decision in question, and 
may under the above sections of the insurance law apply for a judicial review of 
the decision. 


G. I. Gross. 


Dated, New York, N.Y., September 11, 1958. 
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SEPTEMBER 22, 1958. 
Memorandum for President Harry W. Miller. 


Re rating bureaus. 

In line with our telephone conversation Friday, I suggest the results sought 
by chief executives could be attained by electing to the governing committee of 
each local rating bureau the same identical group of top executives. 

These governing committees (all identical) could meet in New York. They 
would have the same control of the manager of each local rating bureau as the 
same executives would have if they were sitting as a governing committee on a 
national rating bureau. If this course were followed no new rating bureau 
would be formed—none would be necessary. : 

Presumably these governing committees would have stationery for each of their 
rating bureaus, secretariat, and rating experts of their own at the New York 
ei tenteneh could be continued as an advisory organization, if so desired, 
or it could be dissolved and expert staff could be used by the governing com- 
mittees at their New York office—the cost to be apportioned among the various 

bureaus. 
wane IRB. 


NoTeES RE MEETING OF SUBCOMMITTEE To StupY MULTIPLE-LINE PROBLEMS, HELD 
IN EXECUTIVE COMMITTEE ROOM AT 11 A.M., SEPTEMBER 23, 1958 


Present: Chairman Harbison and Messrs. Barry, Stevenson, Loughin, Tribou, 
Brown, Mays (for last half of meeting), and Johnson (at the end of the 

eeting). 

a Messrs. Berry, McKenzie, and Hughes of the national board 
staff. 

The chairman referred to the minutes of the working committee of the all- 
industry committee. Copies of these minutes were not distributed as yet. 

In reviewing the first three meetings of the working committee, Chairman 
Harbison noted that these meetings were conducted in an atmosphere of rela- 
tive harmony. 

Mr. Pugh of the Insurance Co, of North America did not agree with everything 
that was said, but did not destroy the harmony of the meeting. 

The chairman summarized these meetings as follows: 

(1) The problem was reviewed in all its aspects. 

(2) The matter is a rating matter. 

(3) It is a filing problem insofar as insurance departments are concerned. 
It was suggested that we could work out a joint filing procedure with one 
rating bureau nominated to handle all contacts with the department. It was 
the national board representative’s thinking that each bureau involved in a 
composite filing should retain jurisdiction with respect to its portion of the 
filing. 

The bureau companies are, generally speaking, of the opinion that where 
a composite-rate filing is made by a company which is independent as to part 
of the filing, such filing would not be an independent filing. 

There was considerable discussion on this point. 

The question of partial subscribership was the most discussed subject at these 
meetings. While harmony seemed to prevail, the subject was passed over with- 
out any agreement being reached. 

The question of deviations was touched upon at these meetings, but no full and 
complete discussion was had and no decision reached on this item. 

General Counsel Berry, reporting on the September 10 meeting of the work- 
ing committee, where Mr. Eppes made his first appearance at a meeting of the 
working committee, stated the whole tone of the North America approach 
changed. The minutes of the previous meetings were attacked as incomplete 
and inaccurate. 

While motion to approve the minutes was passed, the vote was so close that 
a subcommittee to review the minutes was appointed, but not until after most 
of the morning was consumed in discussing the question of the minutes. (See 
memorandum of J. Raymond Berry re the meeting of September 10.) 

The position of North America was fully backed by the NAII. The Asso- 
ciated Factory Mutuals appeared somewhat sympathetic to the North America 
position, but it was not clear just how far their support went. 
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The chairman made the observation at this point that he thought we were 
at the crossroads as to whether we should or should not have rating bureaus, 

Mr. Barry suggested the possible solution lies in (1) we have no rating 
organizations, (2) that membership be made compulsory in all rating organi. 
zations, or (3) that we let the State make the rates. He believes agents woulg 
support and work for State-made rates. 

In attempting to summarize the position of this subcommittee, the chairman 
outlined the points of agreement thus far: 

(1) No new class of business is created by a combination of fire and casualty 
coverages in one policy. 

(2) A procedure for joint filing is desirable with the right of each bureay 
to have its say, unaffected by the joint filing procedure. 

(3) Partial subscribership was interpreted as a matter of law to mean that 
a subscriber was not only bound by the bureau rates on a specific policy, but 
also had to use bureau rates for that part of the package policy under bureay 
jurisdiction. (Residence fire was used as an illustration). The residence 
rates used in a homeowners policy must be the bureau rates. 

The committee’s position on partial subscribership was completely contrary 
to the position taken by Chubb & Son. All other members present were in 
accord. 

Chairman Harbison then posed the question that, as a matter of rating theory: 
Are we right in our position that bureaus cannot live under a different inter- 
pretation of partial subscribership? 

At this point it was suggested that we seek the opinion of rating bureau man- 
agers as to whether our position was necessary, important, or desirable. Mr. 
Stevenson took exception. The chairman suggested also adding the word “un- 
important.” This met with Stevenson’s objection. 

(4) Deviations. It was pointed out that two rating laws were involved in q 
composite policy involving fire, burglary, and theft. The fire law is the broader 
of the two (three). 

A percentage of rate deviation would present no particular problem under 
both laws and it was stated by the Ohio representative that more than 50 
percent of the deviations in Ohio represented this form of deviation. Deviations 
as to form, however, are not permitted under the casualty rate law. 

This committee is of the opinion that a deviation on fire rates in a composite 
premium would give the fire rating bureau the right to a hearing. The same 
— be true where the deviation was made from a rate of the casualty rating 

ureau. 

All of the above is based on an interpretation of the law as it now is written. 

Mr. Barry raised the question as to whether or not it was proper under the 
law as it now is written, in all States except Delaware, to write term policies 
for 3 or 5 years at deviated rates when the deviation is granted only for 1 year. 
It as his opinion that the policy written at deviated rates should be limited 
to the 1 year term of the deviation. 

General Counsel Berry advanced the thought that it might be desirable to 
have a separate report by a rating bureau commitee filed with the M-1 sub- 
committee, this on the assumption that the industry committee report would be 
a very brief one and that the rating bureau committee report would cover the 
subject thoroughly and in detail. No objection was raised if an agreed to 
industry committee report could be made. 

The chairman suggested that our position must be based upon— 

(1) The problem is one that must be handled administratively; and 
(2) That no change in the law is required. 

General Counsel Berry then brought up the question of the resolution of the 
subcommittee on rates, rules and forms of NYFIRO. In discussing this resolu- 
tion it was stated that the governing committee wishes to appeal the Lamanda 
decision recently given concerning commercial property coverages. It was 
stated that they were not looking to this committee to make any decisions in 
the matter, but merely to furnishing the governing committee with any informa- 
tion or advice that they thought was pertinent. It was stated that the resolution 
as passed, sought “advice and counsel,” but as written up used the words 
“data and information.” 

It was then suggested that the only information that this committee could 
furnish to the governing committee would be a copy of our report to the execu- 
tive committee. It was also suggested that we could mention that the 
Lamanda decision presented us with a problem. 
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Mr. Stevenson of Chubb & Son objected to the procedure. He does not object 
to a report going to the rating bureau, but he does want it specifically shown 
that Chubb & Son do not concur in the report. 

The meeting adjourned at 12:50 p.m. 


Notes RE MEETING OF SUBCOMMITTEE To StupY MULTIPLE LINE PROBLEMS, HELD 
Sauce IN ExECUTIVE COMMITTEE RooM, AT 11 A.M., SEPTEMBER 23, 1958 


Present: Chairman Harbison and Messrs. Barry, Stevenson, Loughin, Tribou, 
Brown, Mays (for last half of meeting), and Johnson (at the end of the 
ae: Messrs. Berry, McKenzie, and Hughes of the national board 
a chairman referred to the minutes of the working committee of the all- 
industry committee. Copies of these minutes were not distributed as yet. 

In reviewing the first three meetings of the working committee, Chairman 
Harbison noted that these meetings were conducted in an atmosphere of relative 
my Pugh of the Insurance Co. of North America did not agree with every- 
thing that was said, but did not destroy the harmony of the meeting. 

The chairman summarized these meetings as follows: 

(1) The problem was reviewed in all its aspects. 

(2) The matter is a rating matter. 

(3) It is a filing problem insofar as insurance departments are concerned. 
It was suggested that we could work out a joint filing procedure with one 
rating bureau nominated to handle all contacts with the department. It 
was the national board representative’s thinking that each bureau involved 
in a composite filing should retain jurisdiction with respect to its portion 
of the filing. 

The bureau companies are, generally speaking, of the opinion that where a 
composite rate filing is made by a company which is independent as to part of 
the filing, such filing would not be an independent filing. 

There was considerable discussion on this point. 

The question of partial subscribership was the most discussed subject at these 
meetings. While harmony seemed to prevail, the subject was passed over 
without any agreement being reached. 

The question of deviations was touched upon at these meetings, but no full 
and complete discussion was had and no decision reached on this item. 

General Counsel Berry, reporting on the September 10 meeting of the working 
committee, where Mr. Eppes made his first appearance at a meeting of the 
working committee, stated the whole tone of the North America approach 
changed. The minutes of the previous meetings were attacked as incomplete 
and inaccurate. 

While motion to approve the minutes was passed, the vote was so close that 
a subcommittee to review the minutes was appointed, but not until after most 
of the morning was consumed in discussing the question of the minutes. (See 
memorandum of J. Raymond Berry re the meeting of September 10.) 

The position of North America was fully backed by the NAII. The asso- 
ciated factory mutuals appeared somewhat sympathetic to the North America 
position, but it was not clear just how far their support went. 

The chairman made the observation at this point that he thought we were at 
the crossroads as to whether we should or should not have rating bureaus. 

Mr. Barry suggested the possible solution lies in (1) we have no rating 
organizations; (2) that membership be made compulsory in all rating organiza- 
tions, or (3) that we let the State make the rates. He believes agents would 
support and work for State-made rates. 

In attempting to summarize the position of this subeommittee, the chairman 
outlined the points of agreement thus far: 

(1) No new class of business is created by a combination of fire and casualty 
coverages in one policy. 

(2) A procedure for joint filing is desirable with the right of each bureau to 
have its say, unaffected by the joint filing procedure. 

(3) Partial subscribership was interpreted as a matter of law to mean that 
a subscriber was not only bound by the bureau rates on a specific policy, but also 
had to use bureau rates for that part of the package policy under bureau juris- 
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diction. (Residence fire was used as an illustration.) The residence rates used 
in a Homeowners policy must be the bureau rates. 

The committee’s position on partial subscribership was completely contrary 
to the position taken by Chubb & Son. All other members present were jp 
accord. 

Chairman Harbison then posed the question that, as a matter of rating theo: 
are we right in our position that bureaus cannot live under a different interpreta. 
tion of partial subscribership? 

At this point it was suggested that we seek the opinion of rating bureau map. 
agers as to whether our position was necessary, important, or desirable. Mr 
Stevenson took exception. The chairman suggested also adding the word “un. 
important.” This met with Stevenson’s objection. 

(4) Deviations: It was pointed out that two rating laws were involved in q 
composite policy involving fire, burglary, and theft. The fire law is the broader 
of the (three) two. 

.. percentage of rate deviation would present no particular problem under both 
laws and it was stated by the Ohio representative that more than 50 percent of 
the deviations in Ohio represented this form of deviation. Deviations as to 
form, however, are not permitted under the casualty rate law. 

This committee is of the opinion that a deviation on fire rates in a composite 
premium would give the fire rating bureau the right to a hearing. The same 
would be true where the deviation was made from a rate of the casualty rating 
bureau. 

All of the above is based on an interpretation of the law as it now is written, 

Mr. Barry raised the question as to whether or not it was proper under the 
law as it now is written, in all States except Delaware, to write term policies 
for 3 or 5 years at deviated rates when the deviation is granted only for 1 year. 
It was his opinion that the policy written at deviated rates should be limited 
to the 1 year term of the deviation. 

General Counsel Berry advanced the thought that it might be desirable to 
have a separate report by a rating bureau committee filed with the M-1 sub- 
committee—this on the assumption that the industry committee report would be 
a very brief one and that the rating bureau committee report would cover the 
subject thoroughly and in detail. No objection was raised if an agreed to indus 
try committee report could be made. 

The chairman suggested that our position must be based upon— 

(1) The problem is one that must be handled administratively ; and 
(2) That no change in the law is required. 

General Counsel Berry then. brought up the question of the resolution of the 
subcommittee on rates, rules, and forms of NYFIRO. In discussing this resoln- 
tion it was stated that the governing committee wishes to appeal the Lamanda 
decision recently given concerning commercial property coverages. It was stated 
that they were not looking to this committee to make any decisions in the mat- 
ter, but merely to furnishing the governing committee with any information or 
advice that they thought was pertinent. It was stated that the resolution, as 
passed, sought “advice and counsel,” but as written up used the words “data 
and information.” 

It was then suggested that the only information that this committee could 
furnish to the governing committee would be a copy of our report to the execu- 
tive committee. It was also suggested that we could mention that the Lamanda 
decision presented us with a problem. 

Mr. Stevenson of Chubb & Son objected to the procedure. He does not object 
to a report going to the rating bureau, but he does want it specifically shown 
that Chubb & Son do not concur in the report. 

The meeting adjourned at 12:50 p.m. 


Excerpt From MINUTES OF EXECUTIVE COMMITTEE FOR SEPTEMBER 25, 1958 


President’s suggestions 


National Industrial Conference Board.—The executive committee concurred 
in the president’s suggestion that Messrs. John A. North and H. W. Miller be 
reappointed as the national board’s representatives on the governing board 
of the National Industrial Conference Board. 
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COMMITTEE ON INTERPRETATION 


Nationwide marine definition.—President Miller referred to the September 1953 
meeting of this executive committee at which it was voted to empower the presi- 
dent to nominate from the National Board of Fire Underwriters three stock fire 
insurance company representatives to serve on the committee on interpretation 
of the nationwide marine definition. He stated that Messrs, Felix Hargrett, 
J. C. Hullett, and H. W. Miller had served in this capacity for the past 5 years. 

, At his suggestion, the commitee voted to concur in the designation of Messrs. 
Felix Hargrett, T. B. Kelley, and A. L. Polley to serve as the three stock fire 
representatives from the National Board of Fire Underwriters. 


COM MITTEE ON INCENDIARISM AND ARSON 


The report of this committee was presented by Chairman Newlands. A copy 
isappended, The report was received, with specific action on the following item : 

Inland Marine Underwriters Association—amendment to agreement.—Action 
of the committee on incendiarism and arson in approving an amendment te the 
agreement between the National Board of Fire Underwriters and the Inland 
Marine Underwriters Association covering the investigation and reporting of 
inland marine losses was discussed. Some questions were raised as to service 
to companies members of IMUA but not members of NBFU. Upon motion, 
duly seconded, it was voted to approve the amendment with the request that 
the commitee on incendiarism and arson keep the executive committee advised 
on the situation and report, if necessary. 


AMENDMENT TO AGREEMENT WITH INLAND MARINE UNDERWRITERS ASSOCIATION 


The commitee approved an amendment to the agreement between the National 
Board of Fire Underwriters and the Inland Marine Underwriters Association 
eovering the investigation and reporting of inland marine losses. 

This amendment to the agreement relieves the Inland Marine Underwriters 
Association from further contribution of funds to the National Board of Fire 
Underwriters for the inland marine investigative work conducted by our staff. 
Such work is now included under assessment levied on inland marine premiums 
of companies members of the board. Furthermore, the national board will not 
undertake investigation of inland marine cases at the request of or furnish 
reports of investigations to companies members of the Inland Marine Under- 
writers Association that are not members of the national board. The national 
beard will continue to honor requests from the association for investigations 
pursuant to the original agreement and copies of all reports involving inland 
marine subjects will be furnished that association. Concurrence by the executive 
committee is requested. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
New York, N.Y., September 26, 1958. 
To: Members of Subcommittee To Study Multiple Line Problems (Messrs. Hugh 
Harbison, chairman; John R. Barry, Philip S. Brown, Nicholas Dekker, H. 
Clay Johnson, Charles A. Loughin, Archie M. Stevenson, William H. Tribou) : 


GENTLEMEN: Enclosed is copy of minutes of meeting of this subcommittee 
held on September 23, together with copy of report made to our executive 
committee at its meeting yesterday. 

Yours very truly, 


J. Raymonp Berry, General Counsel. 


MINUTES oF MEETING OF THE SUBCOMMITTEE OF THE LAWS Com™rITree To Strupy 
Muttrete Line Prostems, Hep rN NATIONAL Boarp RooM, ON TUESDAY, 
SerremsBer 23, 1958, ar 11 a.m. 


Present: Mr. Hugh Harbison, chairman, and Messrs. John R. Barry, Philip 
8. Brown, Charles A. Loughin, Archie M. Stevenson, William H. Tribou, H. Clay 
Johnson, and Milton Mays (representing Nicholas Dekker) ; also General Counsel 


Berry, Assistant General Counsel McKenzie, and Ray EK, Hughes of the law 
department staff. 


47932—60—pt. 7-25 
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The chairman referred to the minutes of the working committee of the all- 
industry committee. Copies of these minutes were not distributed yet. 

In reviewing the meetings of the working committee, Chairman Harbison 
noted that these meetings, with the exception of the last, were conducted in an 
atmosphere of relative harmony. 

The chairman reported that he and General Counsel Berry had taken the 
following positions, as individuals, and asked whether this subcommittee con. 
curred in these positions: 

(1) That the all-industry committee undertake initially a thorough review 
of all aspects of the problem. 

(2) That the problem be recognized as one of interline or multiple line ratip 
on an indivisible or composite rate basis, and that the problem not be regarded 
as one of rating a new line of insurance. 

(3) That the problem should be handled administratively under existing 
laws, if possible, and that there be recourse to legislation only in the event that 
it be shown that the problem cannot be met through administrative regulations 
within the framework of the existing rate regulatory statutes. 

(4) That bureaus—fire, casualty and inland marine—desire to continue the 
rating of the respective lines subject to their several jurisdictions, irrespective 
of whether the lines are separately rated or are rated in combination with other 
lines on an indivisible or composite rate basis; and that it is desirable ang 
necessary at the present time to continue on this basis in order to coordinate 
the rating of lines when rated separately with the rating of such lines when 
rated in combination with other lines. 

(5) That in order to enable insurance departments to act upon interline rating 
developed by two or more bureaus with the same ease and facility as though a 
single bureau were making the filing, a joint filing be made in each instance 
by the bureaus making the filing with one bureau designated to transmit the 
filing of the insurance department and to receive from the insurance department 
all advices from the insurance department with respect to the filing. Such 
designated bureau would have the responsibility of bringing to the attention 
of the bureau or bureaus concerned any or all matters with respect to which 
questions might be raised by the insurance department. 

(6) That partial subscribership in a rating organization for a kind of insur. 
ance or a subdivision thereof, or for a class of risk or part or combination thereof, 
should be upon a basis which applies to the rating of that insurance, irrespective 
of whether the rating is for that insurance alone or is for that insurance when 
incorporated in interline rating. 

(7) That deviations be applicable upon the basis stated in the existing 
easualty and fire and marine rate regulatory laws. Under existing laws a rating 
deviation is permissible on the percentage basis of the composite rate, but devia- 
tions are permited with respect to forms and rules only in relation to such parts 
of the compositely rated insurance as are subject to the fire and marine rate 
regulatory law. 

The subcommittee—Mr. Stevenson dissenting as to certain of these positions 
and particularly as to paragraphs (4), (6), and (7)—approved the positions 
taken. 

The chairman further reported that the Insurance Co. of North America, Na- 
tional Association of Independent Insurers, and to a certain extent, Associated 
Factory Mutuals and the Transportation Rating Bureau, favored complete free 
dom of action with respect to interline rating for companies which were other- 
wise members of, or subscribers to, bureaus. 

It was further reported that bureau representatives, at the all-industry meet- 
ings, expressed the view that the business was at the crossroads as to whether 
the independence of action referred to might be wholly destructive of bureaus and 
the continuance of rating by bureaus. 

The chairman suggested that we seek the opinion of rating bureau managers 
as to whether the positions taken above were necessary or unnecessary, important 
or unimportant, for the continued existence of bureaus. He also brought up a 
communication received from the New York Fire Insurance Rating Bureau, 
notice of which was given to the subcommittee membership (see attached). 
Counsel was instructed to advise the rating bureau that an NAIC subcommittee 
has prepared a report which recommends treatment of multiple-line filings in 
a manner consistent with the New York Insurance Department decision and 
that this report would be considered by the NAIC at its December meeting in 
New Orleans. 

The meeting adjourned at 12:50 p.m. 
L. A. Vincent, Secretary. 
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OFFICE MEMORANDUM 
SEPTEMBER 29, 1958, 
To: Mr. Jack G. McKenzie. 
From : William L. Martin. i. 
Subject : Legislative representation—1959. 

Dear JAcK: I have a series of letters from you respecting our legislative repre- 
sentation in various States in my area. I know that you are planning to go on 
vacation soon but I cannot answer all your letters for some time in any case. 
Final arrangements in a number of States have not been completed and will 
need personal attention but I will advise you of these in due course. I think 
that special comments are necessary with respect to a number of States. 

Iowa, North Dakota, and South Dakota: In these States we have the same 
counsel as the Association of Casualty and Surety Companies. I want to discuss 
this situation with Roy Davis when he is back in the office before contacting the 
individuals who represent us. 

Missouri: Your memorandum with respect to this State assumes more than 
I think is justified. I didn’t think there is any situation in Missouri which 
needs correction. I do feel for several reasons, however, that it may become 
necessary to hire an attorney to assist our committee during the 1959 session. 
I have a definite Jefferson City attorney in mind. I also believe that the Missouri 
committee has done a good job in past years and it may not be necessary during 
this session to hire counsel but I will discuss it with the chairman of our com- 
mittee very soon. 

Nebraska: The cost of legislative service in Nebraska is actually $2,500 per 
session. This fee is billed to us in the amount of $1,500 during the legislative 
year and $1,000 during the off year. We pay nothing additional for expenses. 

Tennessee: Paul Eldridge has indicated that he will give us some help in 
the future but I don’t think it is fair to expect it of him and his health has been 
poor. During a trip to Nashville earlier this year, I discussed representation 
with a young attorney recommended by Eldridge. This attorney, Mr. Alfred 
Adams, Jr., has served a term in the house of representatives and I think he will 
be an adequate replacement for Paul Eldridge. I will attempt to set up a new 
committee of fieldmen but have not had an opportunity to get down to Tennessee 
and will not have for several more weeks. 

Yours very truly, 
WitiiaM L. Martin. 


From: The National Board of Fire Underwriters, committee on laws. 
For: Mr. J. G. McKenzie. 


Re Your notice of October 6, addressed to members of working subcommittee 
of all-industry committee. 

Mr. Harry F. PERLET, 

General Manager, Multi-Peril Insurance Conference, New York, N.Y. 


Dear Sir: I have received the above notice. A mistake has been made. The 
meeting on October 14 is not a meeting of the working subcommittee—it is a 
meeting of the so-called bureau representatives on the working subcommittee. 

Thus, the Insurance Co. of North America, the National Association of Inde- 
pendent Insurers and the Factory Mutual Rating Bureau would not be attending 
the October 14 meeting. 

I have gotten word to these three organizations of the mistake and I am 
sending them a copy of this letter. 

I think no further action is required on your part to complete the correction. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 


REPORT OF THE ALL-INDUSTRY COMMITTEE ON STATISTICAL RATING AND FILING 
PROBLEMS OF MULTIPLE-LINE CONTRACTS TO THE M-1 SUBCOMMITTEE OF THE 
RATES AND RATING ORGANIZATIONS COMMITTEE OF THE NAIC 


In accordance with the proposals of certain industry groups made at the 
meeting of the M—1 subcommittee of the rates and rating organizations com- 
mittee of the NAIC held on June 9 and June 10, 1958, and in conformity with 
requests made to the industry at that time by the M-1 subcommittee, an all- 
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industry committee composed of the following organizations and companies was 
formed for the purpose of reviewing the report—draft 5-19-58—of the yj 
subcommittee and suggesting such revisions or amendments therein as it deemeg 
roper : 
: (Lists 21 organizations and Insurance Co. of North America.) 
The initial meeting of the all-industry committee was held in New York on 
July 14, 1958. Representatives of all members of the committee were present. 


I. AGREEMENTS BEACHED BY THE COMMITTEE AT ITS INITIAL MEETING 


(a) Interline rating the basic problem 


That the basic problem is one of interline or multiple-line rating on an inte. 
grated or composite basis and not the rating of a new line of insurance, 
(b) Review of all aspects of the problem 

That careful review should be made of all aspects of the problem. 
(c) Various aspects of the problem 

That, subject to amplification during review, the following constitute aj 
aspects of the problem: 

1. The exact scope and meaning of interline rating. 

2. Jurisdiction and ratemaking functions of rating bureaus.—The jurisdiction 
and ratemaking functions of rating bureaus as they now exist—fire, casualty, 
inland marine, and surety—in the development of and in relation to interline 
rating. Can interline rating be handled through existing bureaus and, if not, 
is it necessary to have a new bureau for interline rating? 

3. Rate filing by bureaus acting together—Filings with insurance depart. 
ments of rates and rating rules by two or more bureaus when they act together 
in the development of the filings to be made. The so-called hand-in-hand filings 
of the bureaus acting together have created difficulties for insurance depart. 
ments. Simplicity of handling and responsibility for the filing are two of the 
basic elements involved. 

4. Rate filings by bureaus acting with independent insurers.—Filings with 
insurance departments of rates and rating rules made by one or more bureaus 
and an independent insurer when they act together in the development of the 
filings to be made. This situation occurs when an insurer is a member of or 
subscriber to one or more rating organizations for one or two kinds for divisions of 
insurance and acts independently of rating bureaus in another kind or division 
of insurance, and the interline rating involves these several kinds or divisions of 
insurance. Is the insurer bound by its membership or subscribership in the 
bureaus for a part of the filing or does the interline rating limit its membership 
or subscribership responsibility to the bureau and may it function in filing 
through an agency arrangement with the bureaus? 

5. Scope of partial subscriberships in rating bureaus.—Meaning and applica- 
tion of the different partial subscribership provisions in the casualty and surety 
and in the fire, marine, and inland marine rate regulatory laws. Does the sub- 
scriber to a rating bureau with respect to individual lines automatically become 
a subscriber to the multiple line filings of the bureau or may it be independent 
as to interline rating? 

6. Deviations.—Meaning and application of the different deviation provisions 
in the casualty and surety and in the fire, marine, and inland marine rate regu- 
latory laws. Do the separate provisions apply separately to the several parts 
of the rating or is the deviation to be governed by the rule applicable to the 
predominant coverage or is the highest common denominator of the different 
rate regulatory laws to apply? 

7. Charter powers of insurers; licensing of insurers; licensing of agents; 
tares.—Recognition and handling of the basic problem as one of interline rating 
does not create any problem or question with respect to the charter powers of 
insurers, the licensing of insurers, the licensing of agents, or taxes by kind of 
insurance. 

Problems and questions on all of these points would arise, however, if interline 
rating were to be considered as creating a new kind of insurance. 


(d@) Final report of committee 


That after review of the various aspects of the problem the final report of the 
committee is to be tied into the M-1 subcommittee report—draft of May 19, 1958. 
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(e) Working committee 

That a working committee of the all-industry committee be appointed to re- 
view all of the items and report back to the parent committee, with copies of the 
minutes of the working committee to be sent to the full committee. 

The following were nominated to the working committee : 

List. ) 

if That the chairmanship of both committees be rotated and that Mr. H. P. 
Perlet, representing the Multi-Peril Insurance Conference, be appointed perma- 
nent secretary of both committees. 


Il. MEETINGS OF THE WORKING COMMITTEE 


Meetings of the working committee were held on July 14, July 15, July 25, 
September 10, October 2, October 3 and -__.--._~-. 

Representatives of the New York Insurance Department attended all meetings. 

Representatives of the Ohio Insurance Department attended the meetings on 
September 10, October 1, and October 3. 

All items referred to at the July 14 meeting of the all-industry committee were 
discussed at length. 

Agreement was reached on the following points : 

(1) Definition of interline rating —‘“Multiple-line rating shall mean an inte- 
grated rating of two or more of the following lines of insurance which are subject 
to the rating regulatory laws of the several State codes: 

“1, Fire and allied lines. 
“9. Casualty and surety (including automobile physical damage). 
“3. Inland marine. 
“Integrated rating shall mean rating which provides for either— 
“1. An indivisible policy premium, or 
“2. A composite policy premium, or 
“3. A combination of both.” 

(In order to have a complete understanding and agreement, I believe it is 
necessary to define “rating” as including filing and all other pertinent provisions 
of the rate regulatory laws. I suggest the following additional paragraph to 
accomplish this purpose : 

“Rating shall mean the making and filing of rating rules and rates, subject 
to all provisions of the rate regulatory laws applicable thereto.” 

Mr. Syfert raised question with me about some addition of this sort and 
Mr. Pugh also indicated he thought that some such addition was necessary.) 

(2) Charter powers of insurers; licensing of insurers; licensing of agents; 
taves—No problems are presented with respect to the charter powers of in- 
surers, licensing of insurers, licensing of agents, or taxes if the definition of 
interline rating is accepted as the basic problem. 

(3) Handling through administrative regulations —It was agreed that the 
problem should be handled administratively under existing law if possible and 
that there should be recourse to legislation only in the event it is shown that 
the problem cannot be met through administrative regulations within the 
framework of existing rate regulatory statutes. 

It was not possible to reach unanimous agreement with respect to the other 
items involved. 

[Draft] 


III. RECOMMENDATIONS AND CONSENT 
A. Recommendations 


The undersigned members of the committee recommend : 

(1) Interline rating.—That the basic problem be recognized as one of interline 
rating as defined in part II of this report. 

(2) Jurisdiction —(a) That it be recognized that rating bureaus have the right 
under existing rate regulatory laws to determine the scope of their jurisdiction 
over the lines of insurance with respect to which they are authorized to act 
as rating organizations, and that, accordingly, they have the right to have that 
jurisdiction apply to such lines irrespective of whether the lines are separately 
ee rated in combination with other lines on an indivisible or composite 
rate basis. 

(b) It is the belief of a large segment of the industry that it is desirable and at 
the present time necessary to continue on this basis in order to coordinate the 
rating of lines when rated separately with the rating of such lines when rated in 
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combination with other lines. Both the experience and the rules applicable to the 
separate and combination rating need the careful analysis and consideration of 
the rating organizations which are charged with the responsibility of the rating 
of the several lines. 

(c) Furthermore, the rating bureaus as they now exist are expert in the rating 
of their several respective fields. This expert rating knowledge is now availabje 
for the rating of the several lines, whether rated separately or in combination, 
without duplication and without the conflicts would be inevitable if the Same 
line were to be rated in one rating organization when rated separately and were 
to be rated in another organization or independently when rated in combination 
with other lines. 

(3) Rate filings by bureaus acting together—That fire, casualty, and jp. 
land marine bureaus which cooperate in interline rating make single joint filings 
in their respective names and that such joint filings be transmitted with the re. 
quest that any notice or question pertaining to the filings or any part thereof be 
directed by the insurance department to the rating bureau designated as the filing 
organization which would be appointed by the bureaus for the purpose of receiy- 
ing such notice or question. The several rating organizations, through a joint 
filing and such an appointee, would retain their respective jurisdictions over the 
several lines involved but would function in such a manner as to give to ingur- 
ance departments complete administrative facility in the receipt and handling of 
the filing. 





OFFICE MEMORANDUM 
OCTOBER 10, 1958, 


From: The National Board of Fire Underwriters Committee on Laws 
For: Mr. J. G. McKenzie. 

To: Mr. L. A. Vincent, General Manager. 

From: J. Raymond Berry, General Counsel. 


I have mentioned to you from time to time the hostile feeling of university 
professors toward the insurance business. 

These experiences are quite frequently in connection with code revisions and, 
I am told, the rating bureaus run into it on rate hearings and rate litigation. 
There is a particularly bad situation in Wisconsin. 

While I was at the American Bar meeting I met Professor Cowee of the 
Graduate School of Business, University of California, who had previously taught 
insurance at Wisconsin and is presently an advisor to the insurance commit- 
tee of the California Legislature. 

We got talking about the relationship of the business to teachers of insurance; 
but we were unable to complete our talk due to my engagements. I told the 
professor I was going to have Bill Williams finish it up with him. He was de 
lighted inasmuch as Williams is an old friend of his dating back to his days 
in the service when Williams was his commanding officer. I enclose Williams’ 
report to me. 

This sounds like just the type of problem that the overall public relations 
committee of the insurance business might well handle. If you agree, will you 
see that it is put in channels. 


OFFICE MEMORANDUM 
OcTOBER 10, 1958. 
From: The National Board of Fire Underwriters, Committee on Laws. 
For Mr. J. G. McKenzie. 
To: Mr. L. A. Vincent, General Manager. 
From: J. Raymond Berry, General Counsel. 
Subject : Minutes of Public Relations Committee. 


I have reviewed the attached minutes. The only item which raises a ques 
tion with me is the last item. I know nothing about the insurance information 
institute. I infer it is some sort of organization which will be supported by con- 
tributions from the Casualty Association and this organization, and perhaps 
other associations. 

It may be that no legal question is involved, but without the constitution I 
am not in a position to give an opinion. 
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Minutes OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
BOARD or Fire UNDERWRITERS, HELD IN THE BoarpD Room, 85 JOHN STREET, 
New YorK, ON OCTOBER 15, 1958 


present: Mr. H. Clay Johnson, chairman; Messrs. Philip S. Brown, K. E. 
Chapman, E. 8. Coons, Frank F. Dorsey, C. A. Loughin, J. G. Niederlitz, and A. L, 
Ross; also Hugh Garland (representing John R. Barry), Hugh Harbison (rep- 
resenting Millard Bartels), John H. Dillard (representing James RF. Crafts), 
R. G. Roleke (representing Nicholas Dekker), J. F. Deegan (representing E. H. 
Forkel), Allen A. Backer (representing Lester S. Harvey), J. W. Hitchens 
(representing William MacLean), Donald E. Reutershan (representing George 
D. Mead), Russell Viering (representing John A. North), Peter Korsan (rep- 
resenting Addison Roberts), Robert P. J. Cooney (representing Francis Van 
Orman), as well as General Counsel Berry, Assistant General Counsel McKenzie 
and Ray Hughes of the law department staff; for part of the meeting General 
Manager Vincent. . ' 

Richard Winslow, counsel, Boston Insurance Co. and William H. Tribou, 
secretary of Aetna Fire Group, were present. 

Advices of their inability to attend were at hand from Messrs. Harvey and 
Van Orman. 

FEDERAL MATTERS 


H.R. 11639 which authorizes the Defense Department to indemnify con- 
tractors against liability and loss on extra hazardous risks, failed of passage 
but will be introduced at the next session of Congress. In the interim general 
counsel will work on amendments with the casualty interests in an effort to 
bring this legislation more in line with the views of the insurance business. 

H.R. 12894 authorizes the making, amendment, and modification of contracts 
without regard to other provisions of law, where such action would facilitate 
the national defense. This bill became law. It continues the authority con- 
tained in the first War Powers Act of 1941. It is significant from the insur- 
ance standpoint because the authority granted under the 1941 act has been 
construed as permitting the Government to agree to indemnify its contractors. 
It takes on added significance because contractors are becoming more insistent 
in seeking Government indemnities before undertaking the current type defense 
contracts. 

. It was the sense of the meeting that the attention of the executive committee 
should be directed to the inroads into our business by the Federal Government. 

H.R. 1061. This bill would expand the settlement powers of the Defense 
Department and cut off any right of subrogation which insurance companies 
might have. It was vetoed but will almost certainly be reintroduced at the 
coming session. 

Antitrust and Monopoly Senate Subcommittee investigation.—General counsel 
reported there were no new developments. Hearings will not be resumed 
until after election. The present intention is to hold hearings on the marine 
business and then the mail order business. Arrangements have been made for 
accommodations in Washington and general counsel expects to attend all 
hearings. 

LITIGATION 


North Carolina firemen’s pension taxr.—The superior court has held the 
act constitutional. An appeal has been taken to the supreme court. 
Louisiana—St. Tammany Parish Insurance Eachange v. Louisiana Insurance 
Commission.—This suit was dismissed because of vagueness and lack of pro- 
cedural capacity. It was an attack on the new grading schedule introduced in 
Louisiana. 
STATE MATTERS 





Insurance codes.—General counsel reported that insurance codes in three 
States (Alabama, Florida and Montana) are close to completion. In Georgia 
a first draft is not yet available. The trend seems to be toward strengthening 
insurance commissioners’ powers and tightening of rating laws with reference 
to hearings. No major change is proposed with reference to multiple line 
legislation. 

Rating laws.—Discussion was had on the appeal section of these laws. It 
was the sense of the meeting that an effort should be made to obtain a more 
expeditious procedure on appeal, on the basis of a typewritten copy of the record 
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instead of a printed copy; also that the preponderance of evidence is to be eop. 
trolling on such review. If necessary to choose between a direct appeal to the 
highest court without the preponderance of evidence rule and proceed 
through intermediate court where we could get a preponderance of the evidenee 
review, we will take the latter course. 

New York—Proposed legislation re multiple line.—The full industry com. 
mittee for New York has not passed upon the problems being studied by its gyp. 
committee and it now appears that the department is not yet prepared to recom. 
mend changes in the code with reference to multiple line operation. 

New York—Nuclear clause—The New York department has not approved 
the use of this clause and general counsel asked if we should attempt a legis. 
lative solution in New York—and perhaps in Wisconsin, Louisiana, and any 
other statutory States which have declined to approve it to date. It was the 
sense of the meeting that this committee go on record as favoring an attempt 
at a legislative solution. 

New York legislative proposals.—The New York Insurance Department is hold- 
ing its annual informal hearings on proposed legislation on October 21 and 22, 
which general counsel will attend. The general counsel was instructed— 

(1) To reserve position on the proposal to amend section 180 to provide 
that whenever rates are filed on behalf of companies using the services of 
duly licensed independent agents or brokers, those rates shall provide for 
fair and reasonable compensation to such agents or brokers ; 

(2) To oppose the proposal to limit refund of taxes to a period of 2 years; 

(3) To oppose change in the appraisal provision of the fire policy with 
authority to seek amendment which will meet departmental criticism and 
still protect the business. 


JOINT CONFERENCE ON AUTOMOBILE INSURANCE REGULATION 


Chairman Johnson stated that at the September executive committee meeting 
he reported the formation of this joint conference to study automobile rate 
problems, composed of the Association of Casualty and Surety Cos., National 
Bureau of Casualty Underwriters and National Automobile Underwriters Asso. 
ciation, and suggested since the national board handled legislative matters for 
the NAUA it should be represented on the conference. The executive committee 
left the appointment of representatives with chairman and general counsel who 
named Kenneth E. Black and John H. Dillard. 


LEGISLATIVE SERVICE 


The Weekly Underwriter, which has been furnishing us legislative service for 
the past several years, advises it is considering withdrawing from the business 
and would be compelled to increase its charge 100 percent if it is to stay in 
the business, the present cost being $15,000 for a heavy legislative year. We 
are negotiating with the Commerce Clearing House, and if necessary will use 
their service. This would not including the printing of our Legislative Record. 

General counsel inquired if it was the desire of the committee to continue the 
printed bill service which we are presently giving our membership. It was the 
sense of the meeting— 

(a) that the service be continued for a year while the problem is being 
surveyed; and 
(b) that in the interim a questionnaire be sent to our members as to their 
wishes. 
NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 


Mandatory security valuation reserve program for property insurers.—The 
committee on laws referred this matter to the American Insurance Association. 
This association advises us that it will not be prepared to give us a report in time 
for the December meeting of the commissioners. The position of general counsel 
at the convention will be to ask for time for further study. 

Statistical rating and filing problems of multitple-line contracts—M-1 re- 
port.—Mr. Harbison, chairman of our subcommittee studying multiple-line prob 
lems in connection with M—1 subcommittee report of NAIC, read his subcommit- 
tee’s report (copy of which is attached) and explained that, in the interest of 
speed, a copy had been delivered to members of the executive committee at its 
September meeting for study, pending action on such report at its October 
meeting. 





tf 


np eg ted 6 eel OS a et Ce 








7 eae 


“— 


oo: O87 OD  & 


a 


THE INSURANCE INDUSTRY 4189 


Chairman Johnson stated he understood the positions in the report left with 
members of each rating bureau the authority to determine the scope of its 
operation and that approval of these positions did not commit any company to 
endorsement of present rate regulatory statutes. Mr. Harbison confirmed Chair- 
man Johnson’s understanding. 

Following discussion the report and positions recited therein were adopted 
by the laws committee (one member dissenting as to points 4, 5, and 6) for 
recommendation to the executive committee as the official positions of the 
National Board of Fire Underwriters on the M-1 subcommittee report. Such 

tions are as follows: 

(1) That the all-industry committee undertake initially a thorough review 
of all aspects of the problem. 

(2) That the problem be recognized as one of interline or multiple-line rating 
on an indivisible or composite rate basis, and that the problem not be regarded 
as one of rating a new line of insurance. 

(3) That the problem should be handled administratively under existing laws, 
if possible, and that there be recourse to legislation only in the event that it be 
shown that the problem cannot be met through administrative regulations within 
the framework of the existing rate regulatory statutes. 

(4) That bureaus—fire, casualty, and inland marine—desire to continue the 
rating of the respective lines subject to their several jurisdictions, irrespective 
of whether the lines are separately rated or are rated in combination with other 
lines on an indivisible or composite rate basis; and that it is desirable and neces- 
sary at the present time to continue on this basis in order to coordinate the 
rating of lines when rated separately with the rating of such lines when rated in 
combination with other lines. 

(5) That in order to enable insurance departments to act upon interline 
rating developed by two or more bureaus with the same ease and facility as 
though a single bureau were making the filing, a joint filing be made in each 
instance by the bureaus making the filing with one bureau designated to trans- 
mit the filing to the insurance department and to receive from the insurance 
department all advices from the insurance department with respect to the filing. 
Such designated bureau would have the responsibility of bringing to the atten- 
tion of the bureau or bureaus concerned any or all matters with respect to 
which questions might be raised by the insurance department. 

(6) That partial subscribership in a rating organization for a kind of insur- 
ance or a subdivision thereof, or for a class of risk or part or combination 
thereof, should be upon a basis which applies to the rating of that insurance, 
irrespective of whether the rating is for that insurance alone or is for that 
insurance when incorporated in interline rating. 

(7) That deviations be applicable upon the basis stated in the existing 
casualty and fire and marine rate regulatory laws. Under existing laws a 
rating deviation is permissible on the percentage basis of the composite rate, 
but deviations are permitted with respect to forms and rules only in relation to 
such parts of the compositely rated insurance as are subject to the fire and 
marine rate regulatory law. 


BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded, it was voted to approve payment of the 
following bills, amounting to $20,716.39: 


James J. Beasley, attorney fee and expenses, New York ___------_--_ $7, 569. 32 
Insurance Federation of Massachusetts__..___..___--______-______- 3, 250. 00 
William R. Murphy, attorney fee and expenses, Delaware___________ 1, 450. 00 
Clarence C. Klocksin, attorney fee and expenses, District of Columbia_ 2, 250. 00 
Del Sesto & Biener, attorney fee, Rhode Island_____________________ 2, 000. 00 
Jeane F. Warren, attorney fee, Florida__._......._...._.__-__...... 750. 00 
Luxan & Scribner, attorney fee and expenses, Montana______________ 900. 77 
Stephens, Riter & Mayer, attorneys, expenses, South Dakota________ 118. 33 
Walter D. Hanson, attorney expenses, Oklahoma______-_____________ 27. 97 


ADJOURN MENT 


There being no further business to come before the committee, the meeting 
adjourned at 1:30 p.m. 


L. A. VINCENT, Secretary. 
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OcToBER 16, 1958, 
From: The National Board of Fire Underwriters, Committee on Laws. 
For: Jack G. McKenzie. 
Hon. ArRcH B. NorTHINGTON, 
Commissioner of Insurance, 
Nashville, Tenn. 


Dear ArcH: Thanks for sending me a copy of your proposed departmenta} 
regulation on the subject of fictitious groups. You doubtless know you are 
dealing with “trying to wrestle a ghost in a closet” as Brother Dineen used to 
say. 

We here have struggled with an attempted definition of fictitious grouping ang 
have never produced one that was satisfactory even to ourselves. I think the 
one you have in the last paragraph of your regulation will be too narrow ip 
some situations and too broad in others, because we are unable to foresee at 
this time the originality of the many people who are trying to put together 
fictitious grouping. 

I should think you would be better off as an insurance commissioner, if yoy 
kept your definition sufficiently flexible to permit you to meet whatever situa. 
tion you faced in connection with fictitious grouping. 

The proposed new Arkansas Code has a section 230, copy of which I enclose, 
This, of course, has not been tried out in practice, but it seems to compel any- 
one offering a group rate to submit it to you with a form or plan before any 
insurance is written. If you incorporate such a scheme in your regulation you 
might after a year or two of experience have a proper basis for either revising 
the regulation or drawing a statutory provision. 

Best regards. 

Sincerely, 


J. RAYMOND Berry, General Counsel. 


OcToBER 18, 1958. 
From: The National Board of Fire Underwriters, Committee on Laws. 
For: Jack G. McKenzie. 
Mr. WILLIAM L. MARTIN, 
Assistant General Counsel, National Board of Fire Underwriters, Chicago, I. 


Dear Britt: I notice you have been in touch with our attorneys in South 
Dakota. I hope you will impress on them forcefully that one of the things we 
want in the rating law is a provision limiting the time that may be consumed 
in hearing. The Georgia law has language which is the kind we want. 

We also want expeditious decision on appeal, and if possible directly to the 
highest court of the State immediately from the department. 

Further we want the preponderance of evidence to be controlling on such 
review. If we have to choose between a direct appeal to the highest court 
without the preponderance of evidence rule, and a slow approach through an 
intermediate court where we could get a preponderance of the evidence review, 
we will take the slow approach—in other words, we want to get rid of the 
New Deal philosophy of confirming an administrative tribunal on any fact- 
finding as long as there is any evidence to support it. 

In this connection, I note your letter of October 15 to Roy Davis about the 
Oklahoma situation. If Roy doesn’t slug on this, let me know because I think 
his members in New York would be disturbed. 

I suggest that you notify the American Mutual Insurance Alliance of the 
Oklahoma situation and let me know whether they actively do anything or 
whether they just give you some conversation. 

Yours very truly, 





, General Counsel. 


Factory MuTUAL RATING BUREAU, 
Providence, R.I., October 22, 1958. 
To: All-industry committee on statistical, rating, and filing problems in mul- 
tiple line contracts: 
The all-industry committee assigned to study this problem was established 
after the annual meeting of the NAIC in June 1958, for the purpose of reviewing 
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the report of the subcommittee of the NAIC and suggesting such revisions and 
amendments as it deemed proper. ; Following the first meeting of the all-indus- 
try committee, a working subcommittee was appointed and a number of meetings 
have been held during the intervening months at which time it was possible to 
explore in detail the position of the various representatives of industry. These 
meetings have brought out the fact that there are substantial differences of 
opinion so fundamental that it seems impossible for the committee to make a 
single report. It, therefore, seems desirable at this time to make a clear state- 
ment of the factory mutual position. 

The factory mutuals operate on a completely different basis from the other 
companies and organizations represented on the committee. All of the factory 
mutual companies are members of the Factory Mutual Rating Bureau which is 
licensed in 44 States and makes filings for the factory mutual companies in all 
States. Both the member companies and the rating bureau now hold multiple 
line licenses in all but a very few States. The factory mutual companies and 
the rating bureau, therefore, have a much simpler problem in the filing of 
multiple-line package policies and the establishment of rates for such policies 
than is true with other companies who are members of several bureaus and who 
may wish to make independent filings of multiple line contracts despite their 
bureau memberships. In the case of our companies a single bureau will take 
responsibility for the preparation of the policy forms, for the establishment of 
the indivisible premium deposit at which such policy forms will be offered to 
the public, and for the establishment and maintenance of the statistical data 
so necessary in making future revisions of rates as originally established. 

At the last meeting of the working subcommittee held in Chicago on October 
2 and 3, the various representatives split into two groups—one favoring the 
M-1 report and one against the M-1 report. Because of our belief in the 
merits of the M-—1 report, we joined the group favoring its adoption. Further- 
more, we have reviewed the report prepared by representatives of this group 
and are in substantial agreement with their point of view. However, because 
of our different plan of operation we felt that we must make an independent 
statement rather than be involved in disputes between industry representatives 
which are of no concern to our companies. 

We have reviewed in detail the report of the subcommittee on statistical, 
rating, and filing problems of multiple line contracts, generally known as the 
M-1 report, and from the standpoint of our operations we find that it is a per- 
fectly practical solution to the problems of multiple line filing. If the report 
should be adopted by the NAIC, the Factory Mutual Rating Bureau and its 
member companies are prepared to handle the filing of both rates and forms for 
multiple line contracts in accordance with the committee’s recommendations. 

However, we wish to state for the record that the factory mutual companies 
believe that the best interest of the industry will be served by permitting as 
much freedom of action for individual companies as is consistent with sound 
rating practices and that, in general, we feel that rating bureau regulations 
should not be interpreted to permit a majority of companies to stifle all at- 
tempts at initiative on the part of a minority of the members and subscribers 
or even of an individual company. We do not see why a company which makes 
independent filings in most jurisdictions should not be permitted to secure 
bureau services in those States in which it is by statute required to be a mem- 
ber of a bureau in promulgating a rate for a multiple line contract which it 
wishes to write, or conversely, why an independent should not be permitted to 
use the rates established by one or more bureaus for part of the coverage to be 
included in the package in its calculations of the final rate for such package 
coverage. 

During the discussions held by the working committee, there have been many 
arguments to the effect that a multiple-line package policy is not a separate 
entity for rating and filing purposes but that the “package” must be split into 
Segments. We wish to call attention to the fact that it has been the practice 
of the Factory Mutual Rating Bureau to establish an indivisible premium for 
coverages which in other rating organizations are broken down into separate 
premiums for the particular hazards involved. For example, our basic con- 
tract includes fire, lightning, windstorm, explosion, smoke, aircraft, and other 
vehicles, sprinkler leakage, molten material, and riot, vandalism and malicious 
mischief within a single policy and a single rate is promulgated for the entire 
package of coverage. We feel that the principle of the indivisible premium 
Should be applied to an all-risk contract and that the rating bureau should 
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maintain proper statistical data so that over a period of time it can establish 
whether or not the rates for the pacage are reasonable, adequate, and nondis. 
criminatory. Our own statistical material indicates that there are wide fluctua. 
tions from year to year in the particular type of hazards which cause logs and 
that the indivisable premium approach has a very helpful effect in Stabilizing 
experience. 

In our opinion the controversy over the recommendations contained in the 
M-1 report is a result of different interpretations of two major points, 
first concerns the interpretation of the designation provisions of the all-industry 
bills and the second concerns the interpretation of the words “for any kind of 
insurance, subdivision, or class of risk or a part or combination thereof,” ag 
it appears in the subscribership provision of the fire, marine, and inland marine 
rate regulatory bill. 

The designation provisions of the all-industry bills are referred to in recom. 
mendations Nos. 2 and 7 of the M-1 report. It has always been our contention 
that it is the right of the filer to designate the rate regulatory act applicable 
to the kind of insurance, subdivision or combination thereof or type of coverage 
involved. With respect to filings involving the coverage of fire, we feel that it 
would be reasonable and proper for the filer to designate the fire rate regulatory 
bill as applicable. We are, therefore, in agreement with recommendations Nog, 
2 and 7 of the M-1 report. 

With regard to the second point, we have always interpreted an all-risk 
contract written at an indivisible premium as being a combination of variongs 
kinds of insurance or subdivisions thereof. To interpret the rating laws other. 
wise is inconsistent with the current approach in the all-risk field of maintaining 
statistics on a package basis. Furthermore, such an interpretation would not 
be in the public interest, and, in our opinion, would be contrary to the stated 
purpose of the rate regulatory bills. 

In conclusion, we would point out that the factory mutual companies’ foun- 
dation was based on independent thought and independent action. We have 
been, in effect, “deviators” from rates and coverages being afforded by other 
insurers from the time of our founding. We have continued to deviate and 
initiate through our over 120 years of existence and feel strongly that the 
adoption of the M-1 report will allow the continuance of independent thinking 
and independent action in the field of multiple-line insurance which we feel ig 
So necessary to the future development of the insurance industry. 

Respectfully submitted for the associated factory mutual fire insurance 
companies. 

AMBROSE B. KELLY, 
7eneral Counsel. 
P. G. BUFFINGTON, 
Manager, Factory Mutual Rating Bureau, 


MINUTES OF MEETING OF THE SPECIAL COMMITTEE ON NATIONAL RATING ORGANI- 
ZATION, HELD IN THE OFFICES OF THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
85 JoHN STREET, New YorK CITY, ON OcTOBER 24, 1958, AT 10 A.M. 


Present: Mr. K. BE. Black, chairman, and Messrs. Lester S. Harvey, J. Victor 
Herd, H. W. Miller, and William E. Newcomb. 

There was extended discussion of— 

(a) Amending the constitution and bylaws of the National Board of Fire 
Underwriters to make this association a rating organization; and 

(b) The possibility of merging Inter-Regional Insurance Conference with 
the National Board of Fire Underwriters as a rating division of this 
organization. 

It was voted to request General Counsel Berry to draw a resolution providing 
for Inter-Regional Insurance Conference to become a division of the national 
board, which division would become a national rating bureau without the 
national board as a whole becoming a rating bureau. This action was adopted 
by a vote of three in favor and two opposed. 

It was the view of the committee that it would be desirable to have such 
resolution available for consideration by this special committee for presentation 
to the executive committee meeting on December 11, 1958. 

The meeting was adjourned at 11 a.m. 


L. A. VINCENT, Secretary. 
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OFFICE MEMORANDUM 
OcTroBER 28, 1958. 
To: General Counsel Berry. 
From: General manager. 
Subject: Special committee on national rating organization. 

Attached is draft of minutes of the special committee on national rating 
organization which is going forward to the members of the committee for review 
and approval today. This copy is furnished you prior to approval for your 
information and any preliminary study you may wish to make in connection 
with the request to you for a resolution. 

L. A. VINCENT. 


MINUTES OF MEETING OF THE SPECIAL COMMITTEE ON NATIONAL RATING ORGANIZA- 
7I0N, HELD IN THE OFFICES OF THE NATIONAL Boarp of FIRE UNDERWRITERS, 
85 JoHN STREET, NEW YorK, OCTOBER 24, 1958, aT 10 a.m. 


Present: Mr. K. EB. Black, chairman, and Messrs. Lester S. Harvey, J. Victor 
Herd, H. W. Miller, and William E. Newcomb. 

There was extended discussion of— 

(a) Amending the constitution and bylaws of the National Board of Fire 
Underwriters to make this association a rating organization, and 

(b) The possibility of merging Inter-Regional Insurance Conference with 
the National Board of Fire Underwriters as a rating division of this 
organization. 

It was voted to request General Counsel Berry to draw a resolution pro- 
viding for Inter-Regional Insurance Conference to become a division of the 
national board, which division would become a national rating bureau without 
the national board as a whole becoming a rating bureau. This action was 
adopted by a vote of three in favor and two opposed. 

It was the view of the committee that it would be desirable to have such 
resolution available for consideration by this special committee for presentation 
to the executive committee meeting on December 11, 1958. 

The meeting was adjourned at 11 a.m. 

L. A. VINCENT, Secretary. 


OFFICE MEMORANDUM 
OcToBER 29, 1958. 
To: W. F. Williams. 
From: General Counsel Berry. 

Confirming our telephone conversation today, I enclose two pamphlets con- 
taining first, second, third, fourth, and fifth reports of the subcommittee of 
lawyers. 

I direct your attention to pages 10 and 11 of the book containing the fourth 
and fifth reports. Page 11 shows the lawyers’ conclusions as to what your 
answer is in the way of rate regulation. You will note it was looser than the all- 
industry law. 

I mention this because James Crafts’ speech leaves me with the impression 
that he thinks the lawyers were responsible for arriving at the all-industry law 
position. 

J.R.B. 


Excerpt From MINUTES OF EXECUTIVE COMMITTEE FOR OCTOBER 30, 1958 


Insurance Information Institute.—President Miller stated that pursuant to 
action by the committee on public relations the officers conference had aprpoved 
in principle and recommended the same action by the executive committee of 
the report of the subcommittees on joint program representing the Association 
of Casualty & Surety Companies and the National Board of Fire Underwriters, 
together with the constitution of the proposed Insurance Information Institute, 
copy of which was distributed with the call for this meeting. In presenting this 
report, he noted that certain phrases should be clarified and that the item per- 
taining to the base of financial support warrants further consideration. 

Motion was made that the report and constitution be approved in principle, 
with the understanding that there will be opportunity to go over the proposed 
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constitution carefully and deal with certain imperfections and shortcomings 
to adoption by the membership of the national board. 

The motion was seconded and carried, with the understanding that the Officers 
conference would undertake to secure these clarifications before the report ang 
constitution are submitted to the membership for adoption. 


prior 


COMMITTEE FOR ECONOMIC DEVELOPMENT 


Upon motion, duly seconded, it was voted to concur in the recommendation of 
the officers conference that contribution be made to the committee for economic 
development in amount of $6,250 for the fiscal year 1958-59. 

Insurance-to-Value Campaign.—In view of the continuing interest on the sub. 
ject of insurance-to-value and the favorable comments on the work which hag 
been done to date the committee on public relations has authorized the eop. 
tinuation of the promotion of this subject along institutional lines. 


REPORT OF THE SUBCOMMITTEE ON JOINT PUBLIC RELATIONS FACILITY 


The September 1958 report of the subcommittee on the joint public relations 
facility, together with the constitution of the proposed Insurance Information 
Institute were considered in detail by the committee. Following full discussion, 
it was voted to recommend to the executive committee through the officers ¢op. 
ference, the approval of the report and constitution, including amendments to 
the constitution which had been adopted by the public relations committee of the 
Association of Casualty & Surety Companies. It was also voted that an ex. 
pression of appreciation be recorded for the excellent work done by the joint 
subcommittee in preparing the report and constitution. 


NOVEMBER 5, 1958, 


Re all-industry committee on statistical rating and filing problems of multiple 
line contracts. 


Mr. J. MILTON WRIGHT, 
American Reciprocal Insurers, Commerce and Reciprocal Insurance Co., 
New York, N.Y. 

Dear Mixton: I have been delayed in replying to your letter of October 17, 
and one of the things that has delayed me has been the above subject. 

It now seems quite clear that there will be no unanimous report. My own 
guess is there will be a report to which most of the members will subscribe; a 
second report to which a second group will subscribe. 

I think the majority sentiment at this time favors not attempting to settle 
which rating bureau should make all future filings. The sentiment does support 
a simplified procedure using one bureau as the filing organization through 
which all insurance department communications will channel. As an interline 
program is adopted by two or more rating organizations, one such organization 
would be designated to file the entire program on behalf of the participants. 

My own feeling is that it is wiser to see what each rating program embodies 
before attempting to decide which rating organization would be the filing 
organization. 

You probably know that an all-industry meeting is scheduled for November 12 
and that the two groups with divergent views on the working committee are 
meanwhile working on drafts of a proposed report. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 


NOVEMBER 6, 1958. 

From: The National Board of Fire Underwriters committee on law. 
For: Jack G. McKensie. 
M-1 NAIC report. 
Mr. H. CLay JOHNSON, 
Chairman, Committee on Laws, Royal-Globe Insurance Group, 
New York, N.Y. 

Dear CLAY: Enclosed is draft of all-industry report in connection with the 
above. 
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The organizations on the working committee are listed on page 3 of this 
report and of these organizations the following have endorsed the report as 
TO tonal Board of Fire Underwriters. 

Multi-Peril Insurance Conference. 
National Bureau of Casualty Underwriters. 
Inland Marine Insurance Bureau. 

The Mutual Insurance Rating Bureau has taken the following action on the 
a ee that the staff be instructed to tell the other members of the industry 
committee that, while the report is substantially in harmony with the positions 
endorsed by the mutual bureau with respect to rating organization obligations 
and partial subscribership, the treatment of partial subscribership is not com- 
patible with practices being followed by a number of members of the Mutual 
Insurance Advisory Association ; and in terms of that circumstance, the advisory 
association is not in a position to endorse the draft. Both the advisory asso- 
ciation and the mutual bureau oppose the M-—1 subcommittee report.” 

I am advised that this resolution will reflect the position of the American 
Mutual Insurance Alliance and Transportation Rating Bureau. 

We have not heard from the following: 

National Association of Insurance Agents. 

National Association of Insurance Brokers. 

National Association of Mutual Insurance Agents. 
National Association of Casualty and Surety Agents. 

We are already on notice that the following will oppose the report and will 

have at least one separate report: 
Insurance Co. of North America. 
National Association of Independent Insurers. 
Associated Factory Mutuals. 
Yours very truly, 
J. RAYMOND Berry, General Counsel. 


Notes RE MEETING OF OUR SUBCOMMITTEE ON TAx Matrers WITH THE Tax SvUs- 
COMMITTEE OF THE LEGISLATIVE POLICY COMMITTEE OF THE ASSOCIATION OF 
CasuaLty & SuRETY COMPANIES HELD aT 2:30 P.M. ON NOVEMBER 9, 1956 


Present: Messrs. Niederlitz and Smith, representing the national board. 

Also present: Messrs. Berry (latter part of meeting), Hughes of the staff, and 
Mestern of Haskins & Sells. 

Present: Messrs. Galloway, Brown, and Grill. 

Also present: Mr. Fox of the staff of the casualty association. 

Mr. Niederlitz opened the meeting at 2: 30 p.m., and reviewed the history of our 
catastrophe study, advising that Mr. Stam’s staff had asked for figures covering 
a 10-year period covering our catastrophe experience. 

Mr. Stewart Galloway said that the casualty companies had largely the same 
problem; that this joint tax subcommittee of the two organizations was set up 
to handle just this sort of situation, and that the casualty companies wanted 
time to study this proposal before any submission was made to Washington. 

Mr. Galloway believed that the catastrophe study we were conducting arose 
out of the needs of atomic reactor and atomic liability coverages, now being 
written by fire and casualty companies. 

He was informed that the catastrophe reserve question was raised some 4 or 
5 years ago by our member companies and also North America; that our present 
study was in no way motivated by atomic coverages and that the membership 
of the national board had evidenced keen interest in the possibility of a catas- 
trophe reserve for tax purposes. 

Mr. Stewart Brown was quite frank in saying that the casualty association 
should have been consulted, particularly on the carryover study we had under- 
taken. The casualty boys were frank in admitting that they have had no ex- 
perience with catastrophe losses, as we know them in the past and feel that they 
are in a position to handle any catastrophic losses arising under atomic liability 
coverages. 

Mr. Brown was against any tampering, on even an informal level, with the 
carryover provisions of the present law. It was his feeling that to do so might 
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highlight the benefits now obtained by insurance companies under the 1954 
code. It was his feeling (without knowing) that the major portion of the $8 
million savings evidenced by our study arose through the handling of partially 
tax exempt interest and capital gains. With respect to partially tax exempt 
interest, it was felt that this item was small and decreasing. With respect to 
capital gains, that the policy calling for capital gains under the 1939 code wouiq 
be quite different under the 1954 code, and that had the 1954 code been in effect 
during the 10-year period, little capital gains would have been taken by insurance 
companies. 

It was noted that under the present law, even where no economic loss jg 
incurred by reason of the treatment of dividends received credit, losses are de. 
veloped which can be offset against profits in other years. 

Mr. Grill, in making this observation, stated that the ability to do just that 
was of real help to his company (Aetna Casualty & Surety Co.). 

The first consensus of opinion, after a full discussion of the subject, appeareg 
to be one of complete opposition by the casualty subcommittee. They were pre. 
pared to so recommend to whichever committee they were to report to and no 
one on the easualty side seemed to know whether that was the tax advisory 
committee, the executive committee or the legislative policy committee of the 
association. 

It was quite evident from their discussion that they were— 

(1) Annoyed that we went to Washington in 1955 without consulting them; 

(2) They were further annoyed that they had not been advised of our study 
following our 1955 Washington meeting, and 

(3) They were opposed to our submitting anything to Washington at this 
time, until the matter could be thoroughly studied by the casualty companies, 
While they did not know what the casualty companies would do, they were 
prepared to report unfavorably on our report. 

Further discussion on the desirability of eliminating the dividends received 
credit restriction of 85 percent of net income, first brought the reaction that 
they were opposed to fronting for anyone on that problem; but after it was 
pointed out that Mr. Stam’s staff raised the question on carryover of under- 
writing losses against underwriting profits and expected something on that sub- 
ject and that we were willing to eliminate that portion to our report dealing 
with the study of such carryovers, they were agreeable to a recommendation 
in the report for the elimination of this dividends received limitation. 

After some discussion it was agreed that we would amend our report to elimi- 
nate any proposals on the carryover provisions and confine our second point to 
the elimination of the above expressed limitation on the dividends received 
credit. 

We agreed to revise the report along these lines and furinsh the casualty asso- 
ciation with a copy of the amended report, and they agreed to clear this report 
by telephone with members of their tax subcommittee. On this basis the casualty 


subcommittee was prepared to recommend approval of the report to its parent 
committee. 


The meeting adjourned at 5 p.m. 
R. BE. H. 


OFFICE MEMORANDUM 


NOVEMBER 10, 1958. 
To: Ray E. Hughes. 


William L. Martin. 
Jack G. McKenzie. 
W. F. Williams. 
Re rating bureau assessments. 


Watch out for amendments to rating laws which would permit a deviating 
company to compute its bureau assessments at the deviated rates. Such a pro- 
vision is obviously unfair. It means that the deviating company gets exactly 
the same service as other companies at exactly the same expense to the rating 
bureau and pays less for the service. 

This point was recently highlighted in the District of Columbia where a 
deviating company relied on the following language as its excuse for paying 
assessment only at the deviated rate: 

“The rating bureau * * * shall proportion the expenses of its operation among 
its members in proportion to the premium income on risks in the District * * *.” 
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If an amendment (which in effect would be the same language) is introduced 
we must oppose it. If opposition fails—then such amendment must be amended 
to provide that premium income from deviated rates shall be adjusted to the 
premium income which would obtain if the bureau rates were used. a 


NOVEMBER 13, 1958. 
From: The National Board of Fire Underwriters Committee on Laws. 
For: Jack G. McK. 
Re M-2 report NAIC 
Mr. Joun R. Barry, ; : 
President, American Equitable Fire Assurance Co. 
New York, N.Y. 

Dear Jack: I know you are familiar with this report. It is the one that we 
discussed with your friend from St. Louis at the meeting last June. It is coming 
up before the National Association of Insurance Commissioners this December. 
It would mean the end of rating organizations. It follows the New York de- 
cision on commercial property coverage. It is endorsed by the North America 
and the National Association of Independent Insurers. 

My point in writing you is this—here is a classic example where the small 
companies are bound to be hurt, if this report is adopted. Yet the National 
Association of Independent Insurers, composed mostly of small companies, 
apparently dominated by a few big ones, is taking a position in support of the 
M-1 report, and yesterday at an all-industry meeting on this subject Vestal Lem- 
mon not only voted to support the M—1 report but also supperted a memorandum 
drawn by the Insurance Co. of North America which they hope to use to get the 
M-1 report adopted. 

Lemmon admitted that the North America memorandum, which he is en- 
dorsing on behalf of the National Association of Independent Insurers has not 
been seen by his executive committee or governing committee (whatever is the 
correct title) but would be submitted to the governing committee at their con- 
vention in Miami. 

In Chicago your St. Louis friend asked for specific examples as to what he 
could do. This is one, and I am not suggesting that he do it for any members 
of the national board. We will take care of ourselves on this but if the chief 
executives of the NAII don’t understand what is being done to them they better 
find out before their Miami convention. I think it is next week. 

Yours very truly, 
J. RayMonp Berry, General Counsel. 


NOVEMBER 13, 1958. 
All-industry committee re M—1 report NAIC. 
Mr. H. Clay JOHNSON, 
Chairman, Committee on Laws, 
Care of Royal-Globe Insurance Group, Nero York, N.Y. 


Dear CLay: At a meeting yesterday three memorandums were submitted—ours, 
the North America, joined in by the National Association of Independent In- 
surers, and Associated Factory Mutuals (the last named also supported the 
North America memorandum. ) 

The only motion that could safely be put was a motion that the all-industry 
committee was opposed to the M-1 report and that motion carried 12 to 3: 
seven not voting; two of the seven were absent—National Association of Mutual 
Insurance Companies and Transportation Rating Bureau; five—Association of 
Casualty & Surety companies, Associated Reciprocals, American Institute of 
Marine Underwriters, National Association of Insurance Brokers and National 
Association of Mutual Insurance Companies—not voting. The right to send in 
a vote was preserved for these seven organizations. 

I understand the American Institute of Marine Underwriters will probably 
continue to refrain from voting. I would expect the Transportation Insurance 
Rating Bureau to support M-1 report (this reflects a mutual split, the Mutual 
Advisory Association and the Mutual Insurance Rating Bureau and the American 
Mutual Insurance Alliance having voted for the motion. ) 

I would not venture a guess as to where the National Association of Insurance 
Brokers or the National Association of Mutual Agents would wind up, other than 
to observe that the brokers usually wind up with qualifications on everything. 

47932—60—pt. 726 








4198 THE INSURANCE INDUSTRY 


We may expect some activity in mutual ranks between now and the conventj 


i.e. an effort to change the votes of the American Mutual Insurance Allen 
Mutual Advisory Association and the Mutual Insurance Rating Bureau. There. 


fore the action of the Association of Casualty & Surety companies may be of great 
importance. 

I have only one copy of the North America memorandum (some 40 pages 
long). If you care to read it I will send it over, but bear in mind that all 
memorandums were exchanged on a confidential basis pending the next meeting 
It is a typical North America memorandum. It contains misstatements of 
adversary position, broad jump conclusions and attributes improper motives 
I am left with the impression it was designed for Federal investigators’ eyes, 

Yours very truly, 
J. RAYMOND Berry, General Counsel, 


OFFICE MEMORANDUM 
NOVEMBER 18, 1958, 
To: Mr. J. G. McKenzie, assistant general counsel. 
From: W. F. Williams. 
Subject: Legislative proposals. 

Some time ago you wrote asking for an analysis of proposed legislation in 
my States. I asked if we might postpone this until sometime in November 
since some information would be more crystallized by that time. I think now J 
can give you a fairly good picture of the proposals, insofar as they are avail. 
able. In some instances insurance departments or agents’ associations or com- 
0 have not themselves determined what their 1959 legislative programs 

be. 


Arizona 

No specific proposals at this time. 
California 

With a minimum $200 million budget deficit there will certainly be some tax 
proposals. I would not be at all surprised to see some proposal regarding the 
real estate offset. Here the principal danger is a split among the California 
companies leading to a spotlight being put upon all insurance taxation. 

You are acquainted with the insurance department proopsals. A second hear- 
ing is set for November 26. It is hoped that the recodification of the licensing 
sections can be put through as an urgency measure early in the session. 


Naturally, the appointment of a new commissioner will have some bearing upon 
the department’s program. 


Idaho 


With the reelection of Governor Smiley it is expected that a rather strong 
effort will be made for an appropriation to recodify the Idaho insurance laws, 
Chances for this are good. 

The Idaho association has not yet decided whether to concentrate entirely 
upon supporting the recodification proposal or possibly have some separate meas- 
ures which Commissioner O’Connell and the association may feel are too urgent 
to wait until 1961. 

The rating bureau has not yet come forth with any proposals. 


Montana 


Naturally, the big item in Montana is the new code. Aside from this, how- 
ever, we are almost certain to be faced with a tax proposal. The tax bill 
passed at the 1957 legislature had an in-lieu provision that was only good for 
2 years. This means that at the very minimum there must be a reenactment. 
Undoubtedly there will be considerable pressure for increases. 


Nevada 


You are, of course, acquainted with the insurance department proposals. The 
Nevada State Association of Insurance Agents has not yet formulated its 
legislative program but will do so in the near future. In connection with this 
I am planning to spend the morning with some of the association’s officers in 
Las Vegas on my way to Phoenix on December 1. I am principally concerned 
over the fact that there is some agitation in the Nevada association to propose 
legislation that would require public hearings on rate changes. Recently, the 
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association appointed a committee to meet with the Governor and the insurance 
commissioner to discuss recent rate revisions. The association is losing its 
executive secretary (a blessing ) but as you well know, when an agents” asso- 
ciation has no central guiding hand, there is often a tendency for individuals 
to come up with screwball proposals and sell them to the current administration. 
[intend to keep a close eye on this Nevada problem. 


Oregon 

The big issue in Oregon is compulsory automobile insurance. It is hard to 
get anyone up there to talk about anything else. There may still be some 
possibility of an antigroup law, but the association assures me that they have 
not yet made up their mind on this. Neither have they made a decision on the 
perennial proposal to allow package policies in Oregon. Generally, Portland 
agents want package policies but in the rest of the State there is a feeling 
that at least some of the current ills in the business are being spared the 
industry in Oregon by the fact that package policies are not permitted. 


Utah 
A strange development has just taken place. An all-industry legislative 
council has been created. It consists of the following : 
(1) Utah Association of Insurance Agents. 
(2) Utah Life Managers Association. 
(3) Utah Life Underwriters Association. 
(4) Surplus Lines Association. ; ' 

This group met recently and concluded unanimously that all its efforts should 
be concentrated on a bill to create a separate insurance department. The 
“eouncil” hopes to persuade the commissioner that he should forgo any separate 
proposals so that all affirmative efforts can be concentrated on the separate 
department idea. 

It is unfortunate that this group is not working closely with Frank Fowles. 
He intends to introduce a bill too, and when I see him this week I hope to be 
able to work out something to prevent the possibility of having two bills presented. 
Part of the problem has to do simply with some personality clashes, but I think 
these can be minimized. In the proposal being drafted by the “council” they 
are including a specific provision for a qualified rate analyst in the department. 
This probably is a good idea, but there is a catch init. If they get the separate 
department and get the rate analyst, it is their intention to make a serious fight 
in 1961 for an amendment that would make all filings public record as of the 
filing date. 


Washington 


There is not any question but what the best way to inform you of the Wash- 
ington picture is simply to send copies of letters from George Clarke. He is 
so well informed and he does such a good job of laying it out that it would be 
ridiculous for me to rewrite it in any way. Copies of his correspondence are 
attached. 

Please note particularly the last two paragraphs of his letter of November 17. 
In these he asks for comments upon the tax proposals and I know he would 
appreciate hearing from us at the earliest possible time. 

W. F. WILLIAMs. 


(Nore.—Since the legislative council report is itself a photographed copy, I 
was unable to duplicate this. Consequently, you will find a copy attached, but 
there is not one attached to Mr. Berry’s copy of this correspondence. ) 


MINUTES OF MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL BOARD OF 
FirE UNDERWRITERS, HELD IN THE Boarp Room, 85 JoHNn STREET, NEW YORK, 
N.Y., oN NOVEMBER 19, 1958, 11 a.m. 


Present: H. Clay Johnson, chairman: Messrs. Philip S. Brown, K. E. 
Chapman, Edward S. Coons, Frank F. Dorsey, Nicholas Dekker, Lester S. 
Harvey, C. A. Loubhin, J. G. Niederlitz, Addison Roberts, Francis Van Orman, 
and W. A. Wickham; also Hugh Garland (representing John R. Barry), Hugh 
Harbison (representing Millard Bartels), Howard Taylor (representing A. BE. 
Heacock), Donald E. Reutershan (representing George D. Mead), Thorin T. 
Grimson (representing A. L. Ross), and Russell W. Viering (representing 
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John A. North) ; as well as Joseph F. Murphy, secretary, America Fore Ingyr. 
ance Group, William H. Tribou, secretary, Aetna Fire Insurance Group, Richarg 
A. Winslow, general counsel, Boston Insurance Co.; General Counsel Berry 
Assistant General Counsel McKenzie, and for part of the meeting, General 
Manager Vincent. 

Advices of their inability to attend were at hand from John H. Dillarg 
(representing James F. Crafts) and W. L. Nolen (representing S. T. Shotwell), 


FEDERAL MATTERS 


Federal Revenue Act.—Life insurance representatives are appearing before 
a subcommittee of the Ways and Means Committee which is undertaking to 
set up a formula for the taxation of life insurance companies. A member of 
our staff is sitting in at these hearings. 

Antitrust and Monopoly Subcommittee of Judiciary Committee, U.S. Senate— 
Donald P. McHugh, counsel for the subcommittee, advises there is not much 
likelihood any hearings will be conducted until after the first of the year. 

McCarran Act.—General counsel directed the attention of the committee to 
newspaper items indicating the probability of a change in this act. 

Washington ofice—General counsel and the chairman, in view of the situg- 
tion in Washington, believe it advisable for this committee to open an office 
in Washington staffed with a man and secretary. Following discussion, it was 
the sense of the meeting that this office would work in close liaison with the 
Washington office of the Association of Casualty & Surety Co., but, for the 
present at least, would be separately staffed. 


LITIGATION 


North Carolina firemen’s pension fund.—This case was argued in the Supreme 
Court and decision is expected prior to next tax due date. 


STATE MATTERS 


Standard fire poliey.—General counsel requested instructions as to the position 
he should take on legislation respecting the adoption of a statutory fire policy, 
in view of the fact that there are insurance codes under consideration in several 
States, and in New Hampshire there is a fair chance of putting in the New York 
standard policy this year. 

Reference was made to the report of our standard policy committee on the ap- 
plication of the statutory fire policy to multiple-line contracts. This report 
recommends — 

(1) That statutes specifying and governing the use of the statutory fire 
policy be amended to permit the insurance commissioner to approve multiple- 
peril policies, including fire, without necessity of literal compliance with 
the requirements of the statutory fire policy, provided : 

(a) The coverage with respect to fire shall not be less than that pro- 
vided by the statutory fire policy ; 

(bv) The multiple-peril policy shall contain the entire policy so that no 
cross-reference is necessary to the statutory fire policy or to any other policy; 

(c) The provisions in relation to the mortgagee interest in the statutory 
fire policy are incorporated without change in the multiple-peril policy; 

(d@) The standard provisions liability cancellation condition may be used 
and regarded as the equivalent of the statutory fire policy cancellation con- 
dition. 

(2) That the advantages of the statutory fire policy in  estab- 
lishing a minimum of fire insurance coverage be preserved; and that the 
other advantages be preserved so far as it is possible and practical to do so. 

(3) That multiple-peril policies be not incorporated in statutes. 

(4) That multiple-peril policies for the purpose of this legislation be 
deemed to include only those policies which include fire, with or without 
specific reference thereto, and one or more additional perils. Such addi- 
tional perils may be those now included in extended coverage or additional 
extended coverage or other additional perils or hazards. 

(5) That flexibility in arrangement of the several parts of the policy be 
authorized. 

(6) That national board, in cooperation with other organizations, prepare 
standard provisions for insuring agreements, exclusions. conditions, and 
declarations. 





ad 








THE INSURANCE INDUSTRY 4201 


(7) That statutes specifying and governing the use of the statutory fire 
policy be not held to apply to automobile physical damage policies nor to 
inland marine policies and that, if and when necessary, such statutes be so 
amended as not to apply to such policies. 

After discussion, on motion duly made and seconded, it was voted that— 

(1) As a general policy we not initiate changes but maintain the status 
quo in each State as regards the existing standard fire policy ; 

(2) As to changes in ‘the standard fire policy proposed by others, we 
review each such proposal before taking a position ; 

(3) The recommendations of the standard policy subcommittee be endorsed. 

Pennsylvania escheat laws.—Reference was made to requests received by 
companies from the Department of Revenue, State of Pennsylvania, for filing 
reports of unclaimed moneys and property subject to escheat. After discussion, 
it was voted that the chairman appoint a subcommittee to study the applicability 
of these laws to foreign insurance companies in conjunction with a like commit- 
tee of the Association of Casualty and Surety Cos. and take such steps as are 
necessary to protect the interests of our member companies. The chairman 
appointed the following subcommittee—Addison Roberts, chairman, C. A. 
Loughin, and Joseph F. Murphy. 

Nuclear clause—The chairman and general counsel met with representatives 
of the Associated Factory Mutuals and the American Mutual Insurance Alliance 
respecting legislation where deemed advisable. This meeting resulted in an 
agreed draft of bill which is to be discussed with the New York and Wisconsin 
Insurance Departments during the week of November 23. 


NEW YORK OFFICE 


General counsel reported that he hopes, by the first of the year, to employ an 
additional attorney in this office. 


NATIONAL ASSOCIATION OF INSURANCE COM MISSIONERS 


The commissioners will meet in New Orleans December 13 to December 19, 
1958. 


MINUTES OF MEETING OF THE SPECIAL COMMITTEE ON NATIONAL RATING ORGANI- 
ZATION, HELD IN THE OFFICES OF THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
NOVEMBER 24, 1958, aT 12:15 P.M. 


Present: Mr. K. E. Black, chairman, and Messrs. J. Victor Herd, H. W. Miller, 
and W. E. Newcomb. 

Mr. Lester S. Harvey had advised of his inability to attend a meeting on 
this date but had suggested that the meeting be held even though he could not 
be present. 

Mr. Black having sent proposed resolution to the members of the committee 
prior to the meeting offered that resolution for action. Following discussion, 
the resolution was unanimously approved, as follows: 

“On March 4, 1958, a substantial majority of the members voted in favor of 
national rating in the national board. However, several expressed a preference 
that such function be performed outside the national board though that choice 
was not afforded by the limited order of business before the meeting. In the 
interest of even broader harmony the special committee now recommends to 
the executive committee the following program: 

“Resolved, That the special committee on national rating organization en- 
deavor to ascertain whether the members of Inter-Regional Insurance Confer- 
ence are prepared to enlarge the scope of the conference’s services and activities 
by also functioning as a rating organization on fire and allied lines, with po- 
tential power for all jurisdictions nationwide, and, to that end, confer with 
the board of governors of the conference ; and be it further 

“Resolved, That should the conference call a special membership meeting for 
a vote on the aforesaid proposition, the president is requested to issue a notice 
for a special membership meeting of this board, to convene immediately following 
and at the same place as the conference meeting, to give further consideration 


to their action of March 4, 1958, in the light of any action taken by the confer- 
ence members.” 
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The secretary was requested to communicate with Mr. Harvey who had receiveg 
a copy of the foregoing resolution as a member of the committee to determine 
whether he favored the action of the committee. This was done by telephone 
and Mr. Harvey asked to be recorded as in favor of the resolution. 
The meeting was adjourned at 1:35 p.m. 
L. A. VINCENT, Secretary, 


MEMORANDUM 


Re proposed change in national board constitution and bylaws to provide for 
Inter-Regional becoming a part of the national board and qualifying as q 
rating division. 

General Manager Vincent advised, on December 1, 1958, that this matter neeg 
not be pursued in view of a meeting of the special committee, held last week. 


J.R.B. 





MINUTES OF MEETING OF THE OFFICERS CONFERENCE, HELD IN NEW York City 
ON DECEMBER 2, 1958, AT 2 P.M. 


Present: Messrs. H. W. Miller, president; K. E. Black, vice president; D. R., 
Ackerman, treasurer; Lester S. Harvey, secretary; and General Manager L. A. 
Vincent, who acted as secretary. 

There were present for the discussion of the item on the Insurance Informa- 
tion Institute Messrs. Roland H. Lange, chairman; Walter E. Beeson and H. 
Clay Johnson of the subcommittee of the committee on public relations; and 
F. W. Westervelt, manager of the public relations department. 

Advices of his inability to attend were at hand from Mr. Robert F. Miller. 


INSURANCE INFORMATION INSTITUTE 


Copy of memorandum dated November 11, with suggested amendments to the 
report of the subcommittees on joint program and the constitution of the In- 
surance Information Institute having been sent in advance with the call for 
this conference, was before the conferees for discussion. 

Following presentation of these papers, the chairman invited Mr. Lange, as 
chairman of the subcommittee, to comment. Mr. Lange urged that changes in 
the proposed constitution be kept to a minimum. 

The items set forth in the memorandum of November 11 and accompanying 
papers were acted upon as follows: 


Report of joint subcommittees 

It was the unanimous view that the report of the joint subcommittees, page 2, 
section (a), be changed to read: 

“(a) Handle publicity in connection with rating matters for the rating bu- 


reaus of which companies participating in the work of this institute are 
members.” 


and that section (f) be amended to read: 


“(f) When the interests of the insurance business as a whole can best be 
served by such cooperation, cooperate with other insurance organizations.” 


Constitution 


Following discussion of the question of the basis of support of the proposed 
Insurance Information Institute, there was agreement in principle to the control 
being vested in the member associations rather than in the companies members 
of the participating associations and the suggested amendments to the consti- 
tution which had been drawn to accomplish this were accepted. 

The conferees discussed at considerable length the question of membership in 
the institute and agreed upon the proposed amendment to article III whereby 
the eligibility of new member associations shall be determined by unanimous 
vote of the executive committee. In this discussion the question of possible 
membership by other than stock company associations was reviewed and it was 
explained by representatives of the subcommittee that matters of common 
interest might arise which would call for cooperative action but not to the 
extent of membership by those other interests. 

Special consideration was given to the question raised by a member of the 
executive committee in regard to paragraph 7 of the joint subcommittee’s report. 


a 
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It was the consensus that this paragraph as originally written would require 
ratification by the Association of Casualty & Surety Companies and the national 
poard of any changes in the constitution that might be approved by the organi- 
zations attending the organization meeting. 


Voting powers 

A question raised by members of the executive committee relative to a 
weighted method of voting by “premium volume” was automatically disposed of 
by the decision to have associations rather than companies become the members 

III. 

. was the further view that the suggested change in article VIII to delete 
the words “of the voting strength” from lines 2 and 7 be not approved, but 
that this article be as originally drawn with a clarification of the wording to 
show that at any meeting of the membership of III the voting strength would 
be according to the associations’ respective financial participation in the support 

c i. 

In view of the decision to recommend the amendments to the constitution 
as presented, with the clarification of article VIII, it was further the unanimous 
view that article IV, section 3, be amended as follows: 

“Sec. 3. Officers—Elections.—At each annual meeting the executive committee 
shall elect a president, a vice president, and a general manager. Bach of said 
officers shall be elected for the term of 1 year and shall serve until his suc- 
eessor is chosen. The president and vice president shall be elected from the 
membership of the executive committee. The executive committee shall an- 
nually, at a meeting to be held within 1 month following the annual meeting, 
elect’ a secretary-treasurer and such ‘other officers as in the opinion of the 
executive committee may be desirable.” 

In order to provide for the early consideration of this matter by the Associa- 
tion of Casualty & Surety Companies, the management was authorized to trans- 
mit to that assoication the results of this discussion and if the Casualty 
Association acts favorably on the proposal at meeting on December 10, the report 
of this conference be recommended to the executive committee of the national 
board at meeting of December 11, 1958. 

In response to inquiry relative to the overall cost of the institute and a 
resultant reduction in the budget of the national board, it was pointed out that 
the program might result in a greater total cost, but it would be expected that 
a more effective public relations would be obtained from the central facility 
than from the separate public relations activities of the several associations. 

It was further pointed out by the management that the program as outlined 
would take over a portion of the work currently performed by the public 
relations department of the national board, but that certain fire prevention and 
safety activities now handled by the public relations department would neces- 
sarily be retained in the national board because of the close relationship with 
the work of the various departments of this organization. It was stated that 
the accident prevention and highway safety work of the Association of Casualty 
& Surety Companies would not be transferred to the Insurance Information Insti- 
tute under the proposal as it now stands. 

(Following this discussion the visitors withdrew from the meeting and the 
officers proceeded with the other items on the agenda.) 


* * * * * ” * 


OFFICE MEMORANDUM 
DECEMBER 2, 1958. 


To: Messrs. Jack G. McKenzie, William L. Martin, W. F. Williams. 
From: J. Raymond Berry. 


Decision has been reached by the national board, the American Mutual Insur- 
ance Alliance, and the Associated Factory Mutuals to seek legislation in States 
having statutory fire policies, which legislation is designed to make it clear— 

(1) that the policy never was intended to cover nuclear peril, 

(2) that insurers are authorized to attach a statement or include in the 
policy a statement that the policy does not cover such a peril, and 

(3) that nothing in the foregoing is to be construed as prohibiting 
assumption endorsements. 

Preliminary steps looking toward the introduction of such legislation have 
already been taken in New York and in Wisconsin. Please see that similar 
steps are taken in each of your States which have statutory policies and see 








4204 THE INSURANCE INDUSTRY 


that the proper groundwork is laid with the mutuals and local insurance inter. 
ests to be sure there is no conflict of position. 

It is important that the same language be incorporated in each of the State 
statutes where they have a statutory policy. This can only be done if the bugj. 
ness is completely united and if the insurance department joins in the effort, 

I am enclosing herewith a draft of statutory provision which could be jp. 
corporated in the standard policy law without requiring any change in the 
policy itself. This draft has been approved by the Associated Factory Mutuals 
and the American Mutual Insurance Alliance representatives. 

I cannot stress too much the need for complete support of all branches of 
the business in each State in which this bill is introduced: so, be sure yoy 
cooperate and get complete agreement before placing legislation in the hopper, 
Speed is essential. We want, if possible, to have this program completed during 
the coming legislative session. 

Analyze the situation in each of your States and be prepared to discuss this 
project in detail while we are together in New Orleans. 

Whereas the standard policy as set forth in section is not intended to 
cover loss or damage caused by nuclear reaction or nuclear radiation or radio. 
active contamination, all whether directly or indirectly resulting from an insured 
peril under said policy; and 

Whereas it is desirable in the public interest that written notice of such 
intention be given to persons insured under such a standard policy: Now, there 
fore, be it 

Enacted, That insurers issuing the standard policy pursuant to section 
are hereby authorized to affix thereto or include therein a written statement that 
the policy does not cover loss or damage caused by nuclear reaction or nuclear 
radiation or radioactive contamination, all whether directly or indirectly resuit- 
ing from an insured peril under said policy: Provided, however, That nothing 
herein contained shall be construed to prohibit the attachement to any such policy 
of an endorsement or endorsements specifically assuming coverage for loss or 
damage caused by nuclear reaction or nuclear radiation or radioactive con- 
tamination. 


ExcereT FrRoM MINUTES OF EXECUTIVE COMMITTEE FOR DECEMBER 11, 1958 
REPORT OF OFFICERS CONFERENCE 


Report of meeting of the officers conference on December 2 was given, as 
follows: 

Insurance Information Institute-—The president stated that pursuant to action 
of the executive committee at meeting of October 30, the officers met with the 
subcommittee of the committee on public relations at which there was unanimous 
agreement on the changes to clarify and perfect the proposed constitution. The 
changes vest the control of the new facility in the member associations which 
provide the financial support for that activity. He stated that other points on 
which questions had been raised were clarified. 

A draft of this revision was transmitted to the Association of Casualty & 
Surety Companies and was before a meeting of its Public Relations Committee 
on December 10. The casualty association appointed a subcommittee to con- 
solidate the suggestions offered by the national board with points discussed by 
its public relations committee. 

The president stated that no further report could be given at this time, pending 
receipt of further word from the casualty association. 


SPECIAL COMMITTEE ON NATIONAL RATING ORGANIZATION 


President Miller took the chair while the report of this special committee 
was presented by Chairman Black and its adoption moved and seconded. Fol- 
lowing discussion, the question was put to a vote and was unanimously carried. 
A copy of the report is appended. The resolutions follow: 

“On March 4, 1958, a substantial majority of the members voted in favor of 
national rating in the national board. However, several expressed a preference 
that such function be performed outside the national board though that choice 
was not afforded by the limited order of business before the meeting. In the 
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interest of even broader harmony the special committee now recommends to the 
executive committee the following program: 

“Resolved, That the special committee on national rating organization endeavor 
to ascertain whether the members of Inter-Regional Insurance Conference are 
prepared to enlarge the scope of the conference’s services and activities by also 
functioning as a rating organization on fire and allied lines, with potential power 
for all jurisdictions nationwide, and, to that end, confer with the board of gov- 
ernors of the conference ; and be it further 

“Resolved, That should the conference call a special membership meeting for 
a vote on the aforesaid proposition, the president is requested to issue a notice 
for a special membership meeting of this board, to convene immediately following 
and at the same place as the conference meeting, to give further consideration 
to their action of March 4, 1958, in the light of any action taken by the conference 
members.” 

(Since Mr. Black had another engagement, he had to leave the meeting and 
President Miller assumed the chair.) 


REPORT OF THE COMMITTEE ON LAWS 


The report of this committee was presented by Chairman Johnson. A copy is 
appended. 

Upon motion, duly seconded, it was voted to approve the report including the 
position of the committee on laws on the standard fire policy but excluding the 
item M-1 report of the National Association of Insurance Commissioners. 


CoMMITTEE ON LAws’ Report (Excerpts) DECEMBER 11, 1958 


Nuclear clause-—The chairman and general counsel met with representatives 
of the Associated Factory Mutuals and the American Mutual Insurance Alliance 
respecting legislation where deemed advisable. This meeting resulted in an 
agreed draft of bill which has been discussed with the New York and Wisconsin 
Insurance Departments. 

NEW YORK OFFICE 


The increased volume of work will now require an expansion of staff in the 
New York office. Arrangements have been concluded for the employment of an 
additional lawyer who will join the staff as of January 1, 1959. 


NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 


The commissioners will meet in New Orleans December 13 to December 19, 
at which time they will consider a report of their subcommittee on statistical 
rating and filing problems of multiple line contracts (M-1 report). General 
counsel reported that at a November 12 meeting of the all-industry committee, 
which is considering this subject, three proposed reports were submitted—one 
by the Insurance Co. of North America, one by the associated factory mutuals 
and our own subcommittee’s proposal. A copy of this report was sent to mem- 
bers of the executive committee with notice of today’s meeting. 

At the November 12, 1958, meeting the industry committee resolved to oppose 
the commissioners’ subcommittee M-1 report. The vote was 13 in favor of the 
motion to oppose the commissioners’ subcommittee M-—1 report; 3 opposed to the 
motion; and 6 not voting, of which 2 were absent. Since our laws committee 
meeting, a majority of the industry committee present at a meeting on Decem- 
ber 2, 1958, resolved to support, as an all-industry report, the draft drawn by 
our subcommittee. The vote was 9 in favor of our draft; 2 opposed; and 11 not 
voting, of which 5 were absent. A minority report will be presented by the 
Insurance Co. of North America, supported by the National Association of 
Independent Insurers. Those not voting at these meetings are permitted to 
vote up to December 15, 1958. 


LEGISLATIVE SERVICE 


Arrangements have been made with the Weekly Underwriter to furnish the 
present legislative service for 1959, at a cost of $22,000. 
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BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded, it was voted to approve payment of the 
following bills, amounting to $8,589.79: 


Joyner & Howison, attorney fee and expenses, firemen’s pension fund 


Cie Teapetion, ' North Carella us sh Sin cecen $7, 803. 44 
Rushton, Stakely & Johnston, attorney fee and expenses, Alabama 
IIR OT visser dpwisieeninenesesianteitocinantertnates as tanita aiaiaaasets 786. 35 


Respectfully submitted. 


H. CLay JoHnson, 
Chairman, Committee on Laws. 


DECEMBER 22, 1958, 
From: The National Board of Fire Underwriters, committee on laws. 
For: Jack G. McKenzie. 
Mr. JAMEs F. CraFts, 
President, Fireman’s Fund Insurance Co., San Francisco, Calif. 


Dear Jim: I write to thank you and your organization for the assistance 
given in persuading the commissioners to defer action on the M-1 subcommittee 
report at the New Orleans meeting. 

You doubtless know, the matter has been carried over until June and I hope 
by that time one or two court decisions will be down that will give some guidance 
to the commissioners. 

Commissioner McConnell played a good part in the decision to defer and I 
know you helped in explaining the merits of our position. In addition, Ray 
Ellis was in New Orleans while the convention was going on and he also helped. 

It was a refreshing example of what can be accomplished when this part of 
the business stands together. 

Best regards. 

Sincerely, 





, GENERAL CouNSEL, 


DECEMBER 30, 1958. 
Report of Standard Policy Study Committee. 
From : The National Board of Fire Underwriters, committee on laws. 
For: Jack G. McKenzie. 
Mr. K. CHAPMAN, 
Vice President, Agricultural Insurance Co., Watertown, N.Y. 


Dear KEN: Please pardon delay in answering yours of December 4. The 
Georgia Code Commission and the National Association of Insurance Commis- 
sioners have kept me pretty busy. 

The point you make with reference to the statutory fire policy is well taken and 
if a multiple-line policy were approved which contained the liability cancellation 
clause and thereafter a fire loss occurred I cannot believe the insurer could escape 
liability by proving a cancellation in conformity with the liability provision, 

I made this point to our laws committee at the time the standard policy sub- 
committee’s report was adopted and I was given latitude on this point in order 
to get the basic statutory change enacted, and so, in the draft of legislation we 
are presently considering we do not set up any form of contract. We merely 
provide for approval of the so-called multiple-peril contracts which depart from 
the statutory form, so long as the coverage is at least as broad as the statutory 
coverage. Those submitting the form for approval will have to face the 
problem of one cancellation clause. If insurance departments approve such a 
contract with the casualty cancellation clause only, I believe companies could 
not rely on such a clause as against a fire claim in statutory States. 

My guess is, insurance departments will not approve a form with a casualty 
cancellation clause that purports to apply to fire claims. As you have indicated 
in your letter, there is a growing disposition on the part of legislatures and 
courts to require that knowledge of cancellation be brought home to the insured 
and the casualty clause, in some cases, does not accomplish this. 

Yours very truly, 
J. RayMOND Berry, General Counsel. 
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INSURANCE DEPARTMENT OF Iow4A, 
Des Moines, March 26, 1958. 
Mr. J. RAyMonp Berry, ; 
General Counsel, The National Board of Fire Underwriters, 
New York, N.Y. 

Dear Mr. Berry: Enclosed you will find a copy of the report which has been 
submitted to President Navarre of the National Association of Insurance Com- 
missioners, by Commissioner Leggett as chairman of the fire committee and by 
me as chairman of the rates and rating organization committee. 

We would appreciate it very much if you would send us the names of the 
attorneys who had expressed the opinion that there would be such a high degree 
of care required under liability policies covering nuclear energy reaction damage 
that there would be few instances under which persons suffering damage could 
make recovery. 

Very sincerely yours, 
OtiveR P. BENNETT, Commissioner. 


INSURANCE DEPARTMENT OF Iowa, 
Des Moines, March 19, 1958. 
Hon. JosepH A. NAVARRE, 
President, National Association of Insurance Commissioners, 
Lansing, Mich. 

DEAR COMMISSIONER NAVARRE: The fire insurance companies are planning to 
submit endorsements for the approval of the several States to be attached to 
fire policies and specially providing that loss arising from nuclear reaction shall 
not be considered as a covered peril, except for loss directly resulting from an 
ensuing fire. 

Pursuant to your suggestion, we have had a meeting with representatives of 
industry to discuss related problems. Probably the most important of these is 
whether or not “nuclear reaction” is a “fire” within the meaning and contempla- 
tion of fire policies. 

We find, from our investigation, that scientists do not classify nuclear energy 
reactions as fire within the generally accepted understanding of this word. 
Although intense heat is generated, there is no flame or smoke involved. As 
pointed out by D. F. Hayes, Chief of the Safety and Fire Protection Branch of 
the U.S. Atomic Energy Commission, “Combustion, as normally thought of, is 
basically a chemical reaction, while nuclear fission involves a nuclear reaction. 
In all chemical reactions, the individual atoms are rearranged but not destroyed 
and, in nuclear fission, the uranium will be literally destroyed but not rear- 
ranged.” Although we are of the opinion that there is no popular belief or under- 
standing that the heat arising from nuclear reaction results from a fire within the 
normal concept of this word, yet there is terminology used in connection with 
“nuclear energy reactors” which might result in misunderstanding, for example: 
A nuclear reactor is sometimes referred to as a furnace whereas the uranium or 
other fissionable material used is referred to as fuel and the residue as ash. 
Consequently, the purpose of such an endorsement would be for clarification 
and information and not for the purpose of limiting or amending the present 
coverages of fire policies. 

Present fire forms, and the rate structures supporting them, do not contemplate 
that direct loss from nuclear energy reactions be an included peril, although, of 
course, direct loss from an ensuing fire would be covered under the terms of the 
policy as well as under the terms of such an endorsement. 

Our inquiry indicates that it would be impracticable for an insurer to cover 
the catastrophic losses to which it might be exposed as the result of a single 
nuclear energy incident. It is, therefore, desirable that there be a complete 
understanding by policyholders that such perils are not included under the 
terms of a fire policy. 

There is already substantial protection afforded to those who might suffer 
such losses, through liability policies which the operators of nuclear energy 
reactors are required to carry. Casualty companies are providing $60 million 
policy limits through a pooling arrangement and the Price-Anderson Act of the 
Federal Congress supplements this with a $500 million appropriation. Experts 
feel that there would be virtually no circumstances under which the operators 
of a nuclear energy reactor would not be held responsible under such a policy if 


third parties were damaged through the operation of such a dangerous instru- 
mentality. 
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For the reasons stated, we feel it to be in the interest of all concerned that 
there be a complete understanding concerning the coverages of the fire Policy 
with relation to this matter and we, therefore, recommend the uniform ae. 
ceptance of such endorsements by the several commissioners. 

Respectfully submitted. 

LAWRENCE LEGGETT, 
Chairman, Fire Committee, NAIC, 
OLIVER P. BENNETT, 
Chairman, Rate and Rating Organization Committee, NAIC. 


Excerpt From MINUTES OF EXECUTIVE COMMITTEE FOR MARCH 27, 1958 


REPORT OF OFFICERS CONFERENCE 
Contributions 


Committee on Interpretation of the Nationwide Marine Definition.—Upon ree. 
ommendation of the officers conference, it was moved, seconded and carried that 
the executive committee approve a contribution in the amount of $2,336.43 as 
the national board’s portion for the current year of the expenses of the com- 
mittee on interpretation, but that payment of this amount be withheld pending 
the designation of the new chairman and the review of the financial requirements 
of the committee at that time. 

National Industrial Conference Board.—Upon motion, duly made and seconded, 
it was voted to renew the national board’s participation in the work of the 
National Industrial Conference Board, with payment of dues in the amount 
of $1,000 for the year 1958. 

National Rating Organization.—Vice President Miller, in behalf of the officers’ 
conference proposed the following resolution which, upon motion, was duly 
seconded and unanimously carried: 

“Be it resolved, That a representative special committee comprising Messrs. 
K. E. Black, chairman, Lester S. Harvey, J. Victor Herd, H. W. Miller, and 
W. E. Newcomb review the proceedings of the special meeting of March 4, 1958, 
and present promptly for consideration of the executive committee its recom- 
mendation.” 


INTER-REGIONAL INSURANCE CONFERENCE, 
March 28, 1958. 


Committee on Nuclear Clause (Messrs. Berry, chairman, Hargrett, Lewis, 
Polley) : 


GENTLEMEN: On behalf of the committee, Messrs. W. H. Berry and Sorensen 
met today with Chairman H. Clay Johnson of the committee on laws and general 
Counsel J. R. Berry of the national board to review the proposed clauses drafted 
by the committee at its meeting of March 7, 1958, and transmitted with our 
letter to the committee members of March 10. The revised proposals resulting 
from this meeting are attached. 

The group first reviewed the committee proposed nuclear assumption endorse- 
ment in the light of certain questions raised by Mr. J. R. Berry. It was the 
consensus, after some discussion, that the proposed endorsement was satisfactory 
for use as proposed. Also, it was felt that the proposed change in the war risk 
exclusion clause was appropriate and desirable, to be introduced into the ex- 
tended coverage endorsement when the proposed nuclear exclusion clause is 
incorporated therein. 

As to the committee proposed nuclear exclusion clause for use with the ECE, 
Messrs. Johnson and J. R. Berry were concerned that this might be too general 
in its language and application to the perils insured against, and might therefore 
not be understood in the field and by the public. The group reviewed a suggested 
clause drafted by Mr. Johnson, intended to clarify the extent of the exclusion 
as to the named perils in the extended coverage endorsement and especially 
as to the perils of explosion and smoke. In the view of all of the individuals 
present, such a clause was a desirable clarification being more specific and s0 
more protective of the company interest and of public relations value to the 
extent that it was more self-explanatory. Accordingly, after some detailed 
editorial revision, stich a revised nuclear exclusion clause was concurred in for 
referral back to the committee on nuclear clause. 


| 
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The attachment, setting forth all of the foregoing in detail, is submitted to 
the committee for study preliminary to its next meeting in the near future when 
scheduled with the concurrence of Chairman W. H. Berry. 

Yours very truly, 
Ca I. SORENSEN, Assistant Manager. 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., March 28, 1958. 


COMMITTEE ON NUCLEAR CLAUSE 
(Revised proposals of conference with national board representatives) 


I. Revised nuclear exclusion proposed for incorporation in the extended 
coverage endorsement—to be inserted immediately preceding the present war 
risk exclusion clause: 

“Nuclear exclusion clause: Loss by nuclear reaction or nuclear radiation or 
radioactive contamination is not insured against by this endorsement, whether 
such loss be direct or indirect, proximate or remote, or be in whole or in part 
caused by, contributed to, or aggravated by windstorm, hail, explosion, riot, 
riot attending a strike, civil commotion, aircraft, vehicles or smoke; and nuclear 
reaction or nuclear radiation or radioactive contamination all whether controlled 
or uncontrolled, is not ‘explosion’ or ‘smoke’.” 

Il. Revised mandatory nuclear exclusion clause to be required with the ex- 
tended coverage endorsement pending printing and distribution in each fire rating 
jurisdiction of a revised edition of the extended coverage endorsement in- 
corporating for foregoing clause; 


‘““MANDATORY NUCLEAR EXCLUSION CLAUSE 


(This clause must be attached to all policies to which the extended coverage 
endorsement is attached.) 


“Attached to and forming part of the extended coverage endorsement attached 
to, ete. (use standard heading). 

“Loss by nuclear reaction of nuclear radiation or radioactive contamination 
is not insured against by this endorsement, whether such loss be direct or in- 
direct, proximate or remote, or be in whole or in part caused by, contributed to, 
or aggravated by windstorm, hail, explosion, riot, riot attending a strike, civil 
commotion, aircraft, yenicles or smoke; and nuclear reaction or nuclear radiation 
or radioactive contamination, all whether controlled or uncontrolled, is not 
‘explosion’ or ‘smoke’.” 

Il. The proposed revision of the war risk exclusion clause in the extended 
coverage endorsement, replacing the words “atomic fission or radioactive force” 
with the words “nuclear fission or fusion,” were concurred in as developed by 
the committee on March 7, 1958. 

IV. The proposed nuclear assumption endorsement, intended for optional use 
with fire insurance policies including the national board approved nuclear clause 
and with or without the extended coverage endorsement including the foregoing 
nuclear exclusion clause, was concurred in as developed by the committee on 
March 7, 1958. 


MARCH 28, 1958. 
Hon. 0. P. BENNETT, 
Commissioner of Insurance, 
Des Moines, Iowa. 


Dear COMMISSIONER: Thank you for your letter of March 26 with enclosure. 
I understand from my telephone conversation today that you are writing a 
supplementary letter to Commissioner Navarre, authorizing the deletion of the 
last sentence of the next to the last paragraph. 

The attorney who comes closest to qualifying for the term of “expert” in 
this legally untested field is Arthur Murphy of the firm of Sullivan & Cromwell, 
here in New York City. Mr. Murphy headed up a study on this subject under 
the auspices of Columbia University. I think that I can obtain a copy of his 
study, if you think you desire it. Murphy headed up a team of lawyers in 
this study. 
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I wish to convey to you my appreciation of the courteous attention 
our presentation of this matter and your cooperation in seeking a 
to the problem involved. 

Yours very truly, 


You gave 
Solution 


J. RAYMOND Berry, General Counge] 


MEMORANDUM OF CONFERENCE Marcu 28, 1958, Wirn Luke D. Lyncu AND 
ASSOCIATE OF MENDES & MOUNT 


RE NUCLEAR CLAUSE 


We agreed on a boiled-down version of the points made in the memorandum 
of Mendes & Mount as follows: 

1. That efforts by insurers to narrow by endorsement statutory fire coverage 
had been uniformly rejected by the courts. 

- 2. That explosion following fire had been generally held to be a “direct loss by 
re.”’ 

3. From this the writer of the memorandum concluded that damage from a 
nuclear incident which occurred as a result of fire being communicated to the 
reactor and precipitating the incident would be one of the direct losses covered 
by the fire policy. 

Lynch agreed that this was the substance of the memorandum. 

I agreed that efforts to narrow statutory coverage had been uniformly un. 
successful and that explosion damage following fire had been held to be the 
proximate result of the fire. However, as to the conclusion I suggested there 
were a number of factors in the nuclear picture that were not present in the 
explosion analogy. 

1. The nuclear incident to which we were referring would be catastrophic in 
nature; a court which followed the explosion proximate result reasoning would 
just be visiting one additional catastrophe (ruin of insurance companies) on top 
of an earlier one (nuclear damage). 

2. The liability coverage furnished by companies and the Price-Anderson 
indemnity. 

3. The political pressure would tend to push claimants to seek redress via 
the liability and Price-Anderson indemnity route. 

4. A uniform trade custom would be present in the case of the nuclear 
incident, which would not be true in the case of the explosion. 

5. An agreed interpretation by insurance commissioners would be present— 
something which did not exist in the case of explosion. 

Lynch agreed to these differences but asked whether we believed that they 
were conclusive in protecting the companies against an adverse finding. I told 
him we did not, but we wanted to make it clear that we were going to contend 
for that construction. 

He then asked whether a legislative program was contemplated. I said none 
was contemplated; that we were pursuing the “agreed interpretation” course 
and that we were hopeful of getting the insurance commissioners to go along 
with us. He asked how far we had gotten on this last, and I brought him up 
to date. 

He then expressed a hope (expressed earlier) this would not result in any 
differences between the underwriters at Lloyds and American insurers. I told 
him I shared his hope and, frankly, could see no reason why there should be 
any disagreement. If they were going to reinsure us we expected them to follow 
our fortunes. We had concluded that the legislative course was impractical from 
a time standpoint and would be unsuccessful if attempted with matters in their 
present posture. I referred to the Canadian incident as confirming this judg- 
ment. Lynch stated he was not familiar with the Canadian situation. I gave 
him a short explanation. 

He then started to ask a couple of questions which had been asked by Mr. 
Lewis in his letter of March 3 to Lynch, and which had been answered by your 
letter of March 13 to me—copy of which had been sent on to Lynch. I reread 
the portions of your letter and asked him if there was any more that he wanted 
and he said, “No.” He came back to his expression of hope. I asked what made 
him feel there was some possibility of misunderstanding. He stated that in the 
early stages of the negotiations with NEPIA there had been discussions of a 
legislative course—no promise or commitment—but discussions which left Lon- 


eee 


yvVormrt ov ws & 





THE INSURANCE INDUSTRY 4211 


don with the impression that a legislative course was the one we were contem- 
plating and that he, Lynch, believed that London was very much more of the 
opinion that we were going to adopt a legislative course than we realized. 


J.R.B. 


Marcu 31, 1958. 
Re nuclear clause property damage. 
Mr. Epwarp J. SoLart, 
Vice President, the Employers’ Group. 
Boston, Mass. 

DeaR Mr. Souari: Your letter of March 27 to Mr. Vincent has come to this 
desk. 

A clause, drafted by a national board committee, has been approved by all 
pranches of the insurance business and has been submitted by an industry com- 
mittee to the chairman of the rates and rating organization committee of the 
National Association of Insurance Commissioners and also the chairman of 
the fire committee of the NAIC. They have joined in a letter of approval 
to the president of the association and the president will send out to all of the 
insurance department the letter of advice from his two chairman with his own 
approval of the clause. We expect the president’s letter to go out sometime 
this week. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 


Aprit 1, 1958. 
Nuclear clause. 
Mr. R. M. BECKWITH, 
Manager-Secretary, Inter-Regional Insurance Conference, 
New York, N.Y. 


Deak Mr. BeckwitH: Confirming our conversation at lunch time today, I 
enclose copy of nuclear clause which is to be attached to all fire policies, nation- 
wide. I also enclose copy of letter which has been written to Commissioner 
Navarre, as president of the National Association of Insurance Commissioners, 
by Commissioners Leggett and Bennett, chairman, respectively, of the fire and 
marine committee and rates and rating organizations committee of the NAIC. 
I understand that Commissioner Navarre is going to send a copy of this letter 
to all of his fellow commissioners. As soon as I receive copy of Commissioner 
Navarres’ letter, I will forward it to you. 

Speed is important and, therefore—if it is in order—I suggest that your 
organization get this clause to the respective rating bureaus as quickly as pos- 
sible, even though it involves bypassing regional organizations. I can assure 
you that the clause has united support from the business, not only stocks but 
also mutuals, associated factory mutuals, independents, and reciprocals. 

Will you also please advise each rating bureau manager if they should run 
into any resistance to this clause from any insurance department, that they 
should notify you so that representatives of the national board committee on 
laws can go to the assistance of such rating manager. 

Very truly yours, 
J. RAYMOND Berry, General Counsel. 


Memo From J. RayMonp Berry SENT TO Hon. Jos. A. NAVARRE, COMMISSIONER 
OF INSURANCE, LANSING, MICH. 
Aprir, 1, 1958. 
Dear Joe: Enclosed is draft of letter which I think could be sent to your 
fellow commissioners. To this you would attach the letter you received from 
Messrs. Leggett and Bennett but, as I understand it, you would first delete from 
that letter the last sentence of the next to the last paragraph reading: 
“Experts feel that there would be virtually no circumstances under which the 
operators of a nuclear energy reactor would not be held responsible under such 


a policy if third parties were damaged through the operation of such a danger- 
ous instrumentality.” 
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I understand that this deletion has been authorized by the authors of the 
original letter. 


THE INSURANCE INDUSTRY 


J. RB. B, 
APRIL —, 1958, 


{Draft] 


Re nuclear clause. 


Deak FELLOW COMMISSIONERS: In connection with the above, I enclose copy of 
letter addressed to me by Commissioners Leggett and Bennett, chairmen re 
spectively of the fire and marine committee and the rates and rating organiza. 
tions committee of the National Association of Insurance Commissioners, | 
join in their views expressed in the letter. 

This nuclear clause, which is to be attached to fire policies nationwide, was 
referred by me to Commissioners Leggett and Bennett with the thought that 
their work would be of assistance to individual commissioners. This is a mat. 
ter of some urgency (I am informed that some nuclear reactors are already in 
operation) and it is my hope that departments will act on this clause promptly 
and that State regulation will once again demonstrate its ability to meet q 
nationwide need in an expeditious and consistent manner. 

Very truly yours, 








Nore.—This is the form letter prior to my conversations with Orbaugh of the 
Iowa department. As a result of those conversations, the sentence on page 2, 
which is x’d out was deleted from the letter. 


J.R.B. 


APRIL 2, 1958, 
Hon. Pavut L. ADAMS, 


Attorney General of Michigan, 
Lansing, Mich.: 


Place the name of Mac Q. Williamson, attorney general of Oklahoma, on the 
briefs filed by you in the U. S. Supreme Court in Federal Trade Commission y, 
National Casualty Company, and in said Commission v. American Hospital & Life 
Insurance Co. 

Mac Q, WILLIAMSON, 
Attorney General of Oklahoma. 


APRIL 2, 1958, 
Hon. THOMAS H. KAVANAUGH, 


Attorney General of the State of Michigan, 
Lansing, Mich.: 


The State of Arkansas subscribes to the arguments of the State of Michigan 
in the case of Federal Trade Commission v. The National Casualty Co., now on 
appeal to the U.S. Supreme Court. 

Bruce BENNETT, 
Attorney General of the State of Arkansas. 


Law OFFICES OF McMILLEN, TEAGUE & COATES, 
Little Rock, Ark., April 2, 1958. 
The Honorable Bruce BENNETT, 
Attorney General of Arkansas, 
Little Rock, Ark. 


Deak Bruce: You will recollect that some months back we filed an amicus 
curiae brief for the State of Arkansas in the Circuit Court of Appeals for 
Michigan in the case of National Casualty Company v. Federal Trade Commis- 
sion, in which the FTC was attempting to invade the jurisdictional powers of the 
Insurance Commissioner of the State of Michigan. The court decided with the 
State of Michigan in that case, and it is now on appeal to the U.S. Supreme 
Court. 

I had a call this afternoon to the effect that if you would send a telegram 
to the Attorney General of Michigan, stating simply that the State of Arkansas 
subscribed to the position of that State on the appeal to the U.S. Supreme Court, 
it would not be necessary to file another brief, but that telegram would have 
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to get off today. Since you were out of town, I explained what it was all about 
to Roy Finch, who told me to go ahead and send the telegram in your name, 
which I did. I enclose a copy of it. 
Thanks a lot, and best regards. 
Yours very truly, 
JAMEs I. TEAGUE. 


APRIL 2, 1958. 
Hon. Paut L. ADAMS, 


Attorney General of Michigan, 
Lansing, Mich.: 

Place the name of Mac Q. Williamson, Attorney General of Oklahoma, on 
the briefs filed by you in the U.S. Supreme Court in Federal Trade Commission 
y. National Casualty Co. and in said Commission v. American Hospital & Life 
1 re Co. 
= Mac Q. WILLIAMSON, 

Attorney General of Oklahoma. 


Aprit 2, 1958. 
Hon. THoMAs M. KAVANAUGH, 


Attorney General of the State of Michigan, 
State Capitol, Lansing, Mich.: 


The State of Arkansas subscribes to the arguments of the State of Michigan 
in the case of Federal Trade Commission v. The National Casualty Co. now on 
appeal to the U.S. Supreme Court. 

Bruce BENNETT, 
Attorney General of the State of Arkansas. 


LAW OFFICES OF MCMILLEN, TEAGUE & COATES, 
Little Rock, Ark., April 2, 1958. 
Hon. Bruce BENNETT, 
Attorney General of Arkansas, 
State Capitol, Little Rock, Ark. 


Deak Bruce: You will recollect that some months back we filed an amicus 
curiae brief for the State of Arkansas in the Circuit Court of Appeals for Michi- 
gan in the case of National Casualty Co. v. Federal Trade Commission, in which 
the FTC was attempting to invade the jurisdictional powers of the Insurance 
Commissioner of the State of Michigan. The court decided with the State of 
Michigan in that case, and it is now on appeal to the U.S. Supreme Court. 

I had a call this afternoon to the effect that if you would send a telegram to 
the attorney general of Michigan, stating simply that the State of Arkansas 
subscribed to the position of that State on the appeal to the U.S. Supreme Court, 
it would not be necessary to file another brief, but that telegram would have to 
get off today. Since you were out of town, I explained what it was all about to 
Roy Finch, who told me to go ahead and send the telegram in your name, 
which I did. I enclose a copy of it. 

Thanks a lot, and best regards. 

Your very truly, 


JAMES I, TEAGUE. 


(Copy to Mr. W. L. Martin) 
Aprit 3, 1958. 


Re brief—Michigan Attorney General, Federal Trade Commission v. National 
Casualty Co. 


Hon. Arcn E. NorTHINGTON, 
Commissioner of Insurance, 
Ntate Capitol Building, Nashville, Tenn. 


My Dear CoMMISSIONER: We sincerely appreciate your splendid assistance and 
cooperation in contacting your attorney general. 
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We were very pleased to learn that your attorney general was wiring the 
attorney general of Michigan that he would subscribe to the brief in the case og 
Federal Trade Commission v. Casualty Co., now in the Supreme Court. 

With kindest regards. 

Yours very truly, 





, Assistant General Counsel, 


(Copy to Mr. W. L. Martin) 
APRIL 38, 1958. 
Re brief—Michigan attorney general, Federal Trade Commission v. Nationa} 
Casualty Co. 
Mr. MArK L. BENNETT, 
Topeka, Kans. 

Dear Mark: This morning I received your wire advising the attorney genera] 
of Kansas would subscribe to the brief of the attorney general of the State of 
Michigan, in the matter of the ederal Trade Commission v. National Casualty 
Co., now in the Supreme Court of the United States. 

We sincerely appreciate your prompt and efficient work in contacting the 
Kansas attorney general and securing a favorable response. 

Yours very truly, 
JACK G. McKENziIz, 
Assistant General Counsel. 


(Copy to Mr. W. L. Martin) 


APRIL 3, 1958, 
Re brief of Michigan attorney general, Federal Trade Commission v. National 
Casualty Co. 
Mr. E. W. STEPHENS, 
Stephens & Riter, 
Pierre, 8. Dak. 

DeAaR Mr. STEPHENS: We appreciate the effort you went to yesterday in locat- 
ing the attorney general of South Dakota and obtaining from him a favorable 
response in subscribing to the brief of the attorney general of Michigan, in the 
above captioned matter. 

With kindest regards. 

Sincerely, 
JACK G. McKENzIr, 
Assistant General Counsel. 


(Copy to Mr. W. L. Martin) 
APRIL 3, 1958. 
Re brief of Michigan attorney general, Federal Trade Commission v. National 
Casualty Co. 
Mr. WALTER D. HANSON, 
Hanson & Green, 
Oklahoma City, Okla. 


DEAR WALTER: We appreciate the speedy results you obtained yesterday when 
the attorney general of Oklahoma agreed to subscribe to the brief of the attorney 
general of Michigan, in the captioned matter. 

With kindest regards. 

Sincerely, 


JACK G. MCKENZIE, 
Assistant General Counsel. 
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(Copy to Mr. W. L. Martin) 
APRIL 3, 1958. 
Re brief of Michigan Attorney General, Federal Trade Commission v. National 
Casualty Co. 
Mr. JAmes I. TEAGUE, 
McMillen, Teague & Coates, 
Little Rock, Ark. 

Deak IKE: We appreciate the prompt and favorable response you obtained from 
the Attorney General of Arkansas in your request for him to subscribe to the 
prief of the Attorney General of Michigan, in the captioned cause. 

With kindest personal regards. 

Yours very truly, 
JACK G. McKENZIE, 
Assistant General Counsel. 


(Copy to Mr. W. L. Martin) 
APRIL 3, 1958. 
Re brief of Michigan Attorney General, Federal Trade Commission vy. National 
Casualty Co. 
Hon. ArcH E. NORTHINGTON, 
Commissioner of Insurance, 
Nashville, Tenn. 

My Dear COMMISSIONER: We sincerely appreciate your splendid assistance and 
cooperation in contacting your attorney general. 

We were very pleased to learn that your attorney general was wiring the 
Attorney General of Michigan that he would subscribed to the brief in the case 
of Federal Trade Commission vy. National Casualty Co., now in the Supreme 
Court. 

With kindest regards. 

Yours very truly, 
JACK G. MCKENzIE, 
Assistant General Counsel. 


(Copy for Mr. McKenzie) 


THE NATIONAL BoARD OF FIRE UNDERWRITERS, 
COMMITTEE ON LAws, 
Chicago, April 3, 1958. 
To: J. Raymond Berry. 
From: William L. Martin. 
Subject : Federal Trade Commission cases. 


Deak Ray: I am sorry that I misunderstood you with respect to the final date 
for joining in the Michigan brief but was under the impression that we had 
several weeks to get these replies in. In any case, all but one State (Minnesota) 
from this territory have indicated that they will join in the Michigan brief. 

The Minnesota brief evidently did not receive the personal attention of the 
attorney general and I am having a copy forwarded to George French and will 
ask him to see that it gets to the attorney general himself. French indicated that 
the attorney general was favorable to the idea but had not seen the brief or 
correspondence. 

I understand that Commissioner Navarre is still interested in receiving ap- 
proval from additional States and has indicated that a supplementary brief. will 
be printed if necessary. 

Yours very truly, 
WILLIAM L. MARTIN. 
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(Copy to Mr. W. L. Martin) 
APRIL 3, 1958. 
Re brief, Michigan Attorney General, Federal Trades Commission v. National 
Casualty Company 
Mr. Mark L. BENNETT, 
Topeka, Kans. 

DeaR Mark: This morning I received your wire advising the attorney genera} 
of Kansas would subscribe to the brief of the attorney general of the State of 
Michigan, in the matter of the Federal Trades Commission v. National Casuaity 
Company, now in the Supreme Court of the United States. 

We sincerely appreciate your prompt and efficient work in contacting the 
Kansas attorney general and securing a favorable response. 

Yours very truly, 
Jack G. McKENziIE, 
Assistant General Counsel, 


(Copy to Mr. W. L. Martin) 
APRIL 3, 1958. 
Re brief, Michigan Attorney General, Federal Trades Commission v. National 
Casualty Company 
Mr. JAMES I. TEAGUE, 
McMillen, Teague & Coates, 
Little Rock, Ark. 

Dear IKE: We appreciate the prompt and favorable response you obtained 
from the attorney general of Arkansas in your request for him to .gubscribe 
to the brief of the attorney general of Michigan, in the captioned cause. 

With kindest personal regards. 

Yours very truly, 
Jack G. McKENzir, 
Assistant General Counsel. 





(Copy to Mr. W. L. Martin) 
APRIL 3, 1958. 
Re brief, Michigan Attorney General, Federal Trades Commission v. National 
Casualty Company 
Mr. WALTER D. HANSON, 
Hanson & Green, 
Oklahoma City, Okla. 


DEAR WALTER: We appreciate the speedy results you obtained yesterday when 
the attorney general of Oklahoma agreed to subscribe to the brief of the attorney 
general in Michigan, in the captioned matter. 

With kindest regards. 

Sincerely, 
Jack G. McKENzIE, 
Assistant General Counsel. 


(Copy to Mr. W. L. Martin) 
Apri 3, 1958. 
Re brief, Michigan Attorney General, Federal Trade Commission v. National 
Casualty Company. 
Mr. E. W. STEPHENS, 
Stephens & Riter, 
Pierre, S. Dak. 


Dear Mr. STEPHENS: We appreciate the effort you went to yesterday in locat- 
ing the attorney general of South Dakota and obtaining from him a favorable 
response in subscribing to the brief of the attorney general of Michigan, in the 
above captioned matter. 

With kindest regards. 

Sincerely, 


JACK G. McKENZIE, 
Assistant General Counsel. 
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(Copy for Mr. McKenzie) 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 
COMMITTEE ON Laws, 
Chicago, April 3, 1958. 
To: J. Raymond Berry. 
From: William L. Martin. "? 
Subject: Federal Trade Commission cases. 


Dear Ray: I am sorry that I misunderstood you with respect to the final 
date for joining in the Michigan brief but was under the impression that we 
had several weeks to get these replies in. In any case, all but one State (Minne- 
sota) from this territory have indicated that they will join in the Michigan brief. 

The Minnesota brief evidently did not receive the personal attention of the 
attorney general and I am having a copy forwarded to George French and will 
ask him to see that it gets to the attorney general himself. French indicated 
that the attorney general was favorable to the idea but had not seen the brief or 
correspondence. 

I understand that Commissioner Navarre is still interested in receiving ap- 
proval from additional States and has indicated that a supplementary brief will 
be printed if necessary. 

Yours very truly, 
WILLIAM L. MARTIN. 


(Copy to Mr. W. L. Martin) 
APRIL 4, 1958. 
Re Federal Trade Commission vy. National Casualty Company. 
Hon. J. JoserH NUGENT, 
Attorney General, 
State of Rhode Island, 
Providence, RI. 

Drak GENERAL NUGENT: We appreciate your cooperation and prompt action 
in subscribing to the brief of the attorney general of the State of Michigan in 
tle matter of the Federal Trade Commission v. National Casualty Co., in the 
Supreme Court of the United States. 

Yours very truly, 
Jack G. McKENZIE, 
Assistant General Counsel. 


(Copy to Mr. W. L. Martin) 
Apri 4, 1958. 
Re Federal Trade Commission vy. National Casualty Co. 
Mr. Rosert S. SAMs, 
Troutman, Sams, Schroder & Lockerman, 
Atlanta, Ga. 


DEAR Bos: We appreciate your cooperation in obtaining information of the 
fact that the attorney general of Georgia is subscribing to the brief of the attor- 
ney. general of Michigan, in the case of Federal Trade Commission v. National 
Casualty Co., in the Supreme Court of the United States. 

Sincerely yours, 
JACK G. McKENZIE, 
Assistant General Counsel. 


(Copy to Mr. W. L. Martin) 

APRIL 4, 1958. 
Re Federal Trade Commission y. National Casualty Co. 
Mr. WALTER ROUNDTREE, 


Attorney, Insurance Department, State of Florida, 
Tallahassee, Fla. 


Dear Mr. ROUNDTREE : We appreciate very much your cooperation and prompt 
action in obtaining information of the fact that the attorney general of Florida 
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did, on April 1, write the attorney general of the State of Michigan, subscribing 
to the brief Michigan filed in the case of the Federal Trade Commission vy, Ng. 
tional Casualty Co., in the Supreme Court of the United States. 
Sincerely, 
JACK G. McKENzIE, 
Assistant General Counsel. 


HANSON & GREEN, 
ATTORNEYS AT Law, 
Oklahoma City, Okla., April 4, 1958. 
Re FTC v. National Casualty O0o.; FTC v. American Hospital & Life Insurance Go, 


Mr. JAcK G. McKENZIE, 
Assistant General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Deak Mr. MCKENzIE: Enclosed is a photostatic copy of the telegram which 
was sent by the attorney general of Oklahoma to the attorney general of Michi- 
gan in connection with the captioned matter. 

Very truly yours, 
WALTER D. HANson, 


(Copy to Mr. W. L. Martin) 
APRIL 4, 1958. 
Re Federal Trade Commission v. National Casualty Company. 
Hon. J. JOSEPH NUGENT, 
Attorney General, State of Rhode Island, Providence, RI. 


DEAR GENERAL NUGENT: We appreciate your cooperation and prompt action 
in subscribing to the brief of the attorney general of the State of Michigan in 
the matter of the Federal Trade Commission v. National Casualty Co., in the 
Supreme Court of the United States. 

Yours very truly, 
JAcK G. McKENzIE, 
Assistant General Counsel. 


APRIL 4, 1958, 
F.T.C.v. National Casualty Co. (in Supreme Court). 

Walter Roundtree, Florida. 

Attorney general of Florida wrote attorney general of Michigan, April 1, 
subscribi.g to his brief. 

Attorney General J. Joseph Nugent of Rhode Island called back to advise me 
he was advising by wire the attorney general of Michigan he was subscribing 
to the brief. 

Bob Sams, Georgia, advised the Georgia attorney was wiring Michigan attor- 
ney general he was subscribing to the brief. 

Bill Williamson, 8S. F., called. 


Idaho will not subscribe. 

California will not subscribe. 

Arizona attorney has not read brief, will do so today or tomorrow, indi- 
eates he will subscribe—will advise. 


(Copy to Mr. W. L. Martin) 
APRIL 4, 1958. 
Re Federal Trade Commission v. National Casualty Co. 
Mr. WALTER ROUNDTREE, 
Attorney, Insurance Department, State of Florida, Tallahassee, Fla. 


Dear Mr. ROUNDTREE: We appreciate very much your cooperation and prompt 
action in obtaining information of the fact that the attorney general of Florida 
did, on April 1, write the attorney general of the State of Michigan, subscribing 
to the brief Michigan filed in the case of the Federal Trade Commission v. Na- 
tional Casualty Co., in the Supreme Court of the United States. 

Sincerely, 
Jack G. McKENZIE, 
Assistant GeneralCounsel. 
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(Copy to: Mr. W. L. Martin) 
Aprin 4, 1958. 
Re Federal Trade Commission v. National Casualty Company. 


Mr. Roser S. Sams, 
Troutman, Sams, Schroder & Lockerman, 
Atlanta, Ga. 

Deak Bos: We appreciate your cooperation in obtaining information of the 
fact that the attorney general of Georgia is subscribing to the brief of the attor- 
ney general of Michigan in the case of Federal Trade Commission v. National 
Casualty Company in the Supreme Court of the United States. 

Sincerely yours, 
JacK G. McKENZIE, 
Assistant General Counsel. 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., April 4, 1958. 
Mr. J. RAyMoND Berry, 
General Counsel, The National Board of Fire Underwriters, 
New York, N.Y. 

Deak Ray: As you know we have mailed out the recommendation to rating 
organizations and regional bodies with respect to the nuclear clause. 

I contemplate, Monday, sending the attached communication to our executive 
committee and I would appreciate your feeling with respect to the attached com- 
munication addressed to members of Inter-Regional Insurance Conference. 

My purpose in referring the membership bulletin to you before sending it is 
simply so that we will not “cross any wires” with that which you may have in 
mind doing. 

Will you please telephone me after you have considered this. 

Yours very truly, 
R. M. BeckwiruH, Manager. 


MANDATORY ENDORSEMENT—NUCLEAR CLAUSE 
(This clause must be attached to all fire policies) 


The word “fire” in this policy or endorsements attached hereto is not intended 
to and does not embrace nuclear reaction or nuclear radiation or radioactive 
contamination, all whether controlled or uncontrolled, and loss by nuclear re- 
action or nuclear radiation or radioactive contamination is not intended to be 
and is not insured against by this policy or said endorsements, whether such 
loss be direct or indirect, proximate or remote, or be in whole or in part caused 
by, contributed to, or aggravated by “fire” or any other perils insured against 
by this policy or said endorsements; however, subject to the foregoing and all 
provisions of this policy, direct loss by “fire” resulting from nuclear reaction or 
nuclear radiation or radioactive contamination is insured against by this policy. 


RoyaAL-GLose INSURANCE Group, 
New York, N.Y., April 7, 1958. 
Nuclear clause. 
Mr. J. RayMonp Berry, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Deak Ray: Thank you for sending me a copy of your memorandum con- 
cerning your conference with Luke Lynch on the subject of the nuclear clause 
and the Mendes and Mount legal memorandum. 

I, of course, agree with everything in your memorandum. However, I hope 
Mendes and Mount and Lloyd’s are aware of the fact that from an under- 
writing standpoint the external fire hazard (which is the only thing discussed 
in either memorandum) is almost de minimis and that the hazard of a nuclear 
incident constituting a fire per se is of far greater import. You and I feel that 
the latter type of fire will be effectively ruled out by our proposed clause and 
it would be helpful to know that Mendes and Mount share our confidence in 
this respect.. In short, I have the distinct feeling that the tail has been wagging 
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the dog during this entire discussion and that Lloyd’s may not be aware of the 
more favorable legal light in which we are placed as regards the nuclear fire 
which is the main thing we started out to avoid (just as in the case of the 
extended coverage endorsement the nuclear explosion is the main thing we are 
attempting to avoid and not the external explosion). 
If you wish you can send Luke Lynch a copy of this for his information. 
Sincerely, 


Cray, Deputy U.S. Manager. 


In conclusion the underwriters have made the following additional comment 
which relates to point 1 above: 

“Before I conclude this letter, I feel I must quote to you an angle which 
some members of my subcommittee feel has not been sufficiently emphasizeg 
in my letter. ‘Until the interpretive suggestion came along we understood that 
a contamination exclusion clause was eventually to go in all fire department 
and inland marine policies. We understood that the amendment of the Policy 
forms would be more easy to obtain and more quickly achieved with forms 
other than standard fire forms. 

“*As regards the fire forms we understood State approval would have to be 
obtained and that this would take time—anything up to 2 years. The position 
was acceptable because it was felt that many of the big reactor plants would 
not become critical for at least 2 years. We are still gravely anxious con 
the matter and seek the assurance that the foregoing objective has not been 
abandoned in favor of the interpretive understanding.’ ” 

I think you will appreciate from the language I have quoted the deep concern 
in London that this language should be as watertight as possible. As you well 
realize, the underwriters at Lloyd’s have a substantial exposure on U.S. fire 
business by way of catastrophe or excess of loss reinsurance; and since the 
companies here will look to Lloyd’s as their reinsurers to follow their fortunes 
with respect to this nuclear clause, I think it would be helpful if at this stage 
the most serious consideration could be given to underwriters’ suggestion despite 
the fact that from an administrative viewpoint here there may be considerable 
difficulties involved. 

As I advised you, I shall be sailing for London on Wednesday, April 23, and 
I would welcome the opportunity of discussing this matter further with you 
prior to that time. 


Faithfully yours, 
LuKe D. Lynou. 
INTER-REGIONAL INSURANCE CONFERENCE, 
April 7, 1958. 
Executive Committee. 


Mr. H. M. Mountain, Evecutive Vice President, 
Aetna Insurance Group, Hartford, Conn. 


Dear Mr. Mountain: I enclose a copy of a letter of recommendations which 
has been sent to regional organization and rating bureau managers and chairmen 
nationwide at the request of the committee on laws of the national board. 

In his transmission of this material to me General Counsel Berry emphasized 
that prompt consideration on the part of the rating bureaus is important and 
it may well be that you can facilitate this early consideration by communicating 
with any members of your organization who may be on bureau committees. 

Yours very truly, 


Royat M. Beckwiru, Manager. 


INTER-REGIONAL INSURANCE CONFERENCE, 
April 7, 1958. 
Proposed bulletin to I-R members. 
Nuclear clause. 


To members of Inter-Regional Insurance Conference: 


GenTLeEMEN: At the request of the committee on laws of the national board 
we have recently recommended that regional bodies and rating organizations 
nationwide give prompt consideration to the adoption of the attached nuclear 
clause which is designed as a clarification of intent of the fire insurance poliey 
rather than as a limitation or amendment of the coverage afforded thereby. 
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It is urged that the rating organizations nationwide give prompt consideration 
to this matter and it is felt that this consideration may be facilitated if members 
of your organization sitting on bureau committees are informed of your wishes. 

Yours very truly, 
Roya M. Beckwitnu, Manager. 


MINUTES OF MEETING OF THE SPECIAL COMMITTEE ON NATIONAL RATING ORGANIZA- 
TION OF THE NATIONAL Boarp or Fire UNberwriters, Hetp at New York, 
Aprit 8, 1958, aT 5 P.M. 


Present: Mr. K. E. Black, chairman, and Messrs. Lester S. Harvey, J. Victor 
Herd, H. W. Miller, and William E. Newcomb. 

At this first meeting of the special committee appointed at the March 27, 1958, 
meeting of the executive committee, to review the proceedings of the special 
meeting of the National Board of Fire Underwriters held on March 4, there was 
extended discussion of the question of enlarging the scope of the board’s services 
and activities as set forth in the resolution, i.e., 

“Resolved That the executive committee recommend to the member companies 
that they study and be prepared to vote to— 

“(a) enlarge the scope of this board’s services and activities by also func- 
tioning as a rating organization on fire and allied lines, with potential power 
for all jurisdictions nationwide; 

“(b) in connection with the foregoing, take steps to acquire the staff and 
assets of Inter-Regional Insurance Conference.” 

It was the unanimous view of the committee that compliance with the resolu- 
tion of the membership would require a proposed amendment of the constitution 
and a meeting of the membership for the purpose of voting upon such proposed 
amendment. 

The committee, following discussion of the differing viewpoints expressed on 
this subject, requests the general counsel of the national board to furnish it with 
his findings as to— 

(a) whether the National Board of Fire Underwriters can legally under- 
take rating; and 

(b) how such expansion of the activities might be accomplished. 

The committee does not contemplate the general counsel would draw conclu- 
sions on the subject but rather would set forth the various legal considerations 
that bear on the question. 

In addition to the general outline of the proposal for a national rating or- 
ganization as set forth in the transcript of the special meeting, reference was 
made to the possibility of establishing a rating section of the national board such 
as the actuarial bureau is now established to permit participation by companies 
not members of the board. 

The meeting was adjourned at 9:40 p.m. subject to call when the report from 
general counsel is available for consideration. 

L. A. VINCENT, Secretary. 


INTER-REGIONAL INSURANCE CONFERENCE, 
April 9, 1958. 
Nuclear clause. 


Mr. B. M. HERMES, 
Executive Manager, New England Fire Insurance Rating Bureau, 
Boston, Mass. 


Dear Sir: The attached nuclear clause has been drafted by the Committee 
on Laws of the National Board of Fire Underwriters, who have asked us to 
recommend it to rating organizations nationwide for early adoption as a 
mandatory endorsement attachable to all fire contracts. 

We are informed that the attachment has the united support of all segments 
of the fire insurance industry and for your further enlightenment we enclose 
a copy of a letter addressed to President Navarre of the National Association of 
Insurance Commissioners by Chairman Leggett of the Fire and Marine Com- 
mittee of NAIC and Chairman Bennett of the Rates and Rating Organizations 
Committee of NAIC; it is our understanding that President Navarre plans to 
send a copy of this communication to all State insurance commissioners. 
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We would emphasize the recommendation that this matter be dealt with 
promptly in your field and should any resistance develop on the part of any 
insurance department we would specifically request that you promptly inform 
us so that assistance can be rendered by the committee on laws of the nationa] 
board. 

We would also specifically request that you promptly inform us as to the 
action taken in your field with respect to this nuclear clause, which is designed 
as a mode of clarification of intent of the standard fire insurance policy rather 
than as a limitation or amendment of the coverage afforded thereby. 

With respect to nonstatutory contracts such as the optional peril policy, our 
committees here are presently working on the necessary revisions which we will 
recommend to you shortly. The enclosure relates only to the standard fire 
insurance policy. 

Yours very truly, 
Roya. M. BecKwitH, Manager. 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., April 2, 1958. 


MANDATORY ENDORSEMENT—NUCLEAR CLAUSE 
(This clause must be attached to all fire policies) 


Attached to,ete. (Use standard heading.) 

The word “fire” in this policy or endorsements attached hereto is not intended 
to and does not embrace nuclear reaction or nuclear radiation or radioactive 
contamination, all whether controlled or uncontrolled, and loss by nuclear re 
action or nuclear radiation or radioactive contamination is not intended to be 
and is not insured against by this policy or said endorsements, whether such 
loss be direct or indirect, proximate or remote, or be in whole or in part caused 
by, contributed to, or aggravated by “‘fire’ or any other perils insured against 
by this policy or said endorsements; however, subject to the foregoing and all 
provisions of this policy, direct loss by ‘fire’ resulting from nuclear reaction 
or nuclear radiation or radioactive contamination is insured against by this 
policy. 





From: The National Board of Fire Underwriters, committee on laws. 
For: Mr. J. G. McKenzie. 
OFFICE MEMORANDUM 
APRIL 14, 1958. 
To: Mr. L. A. Vincent, general manager. 
From: J. Raymond Berry, general counsel. 
Subject: Industry committee on agents’ balances and premiums collectible, 
proposed action by casualty companies representatives. 

I notice that the casualty company representatives are seeking approval from 
their blanks committee, and propose to seek executive committee approval, of an 
authorization which would permit them to discuss all allied subjects set forth 
in Mr. Pouy’s memorandum. 

This authority, if granted, is not limited to a discussion within the industry 
committee. 

The report of the casualty representatives has this qualification with respect 
to such items appearing in the Pouy memorandum; that before any definite 
commitment is made as to change of present practice the committee will report 
back to the executive commitee for approval. This could lead to the same type 
of situation which we encountered in connection with uniform accounting. 

It would be my thought that no discussion by any branch of the business 
with the New York Insurance Department should take place until the industry 
committee meets and agrees on a uniform position on this question. 

It is elementary, and we have had classic proof in the past, that where 
separate branches of the business confer with the insurance department the 
divide and conquer tactics are applied to the business. 
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OFFICE MEMORANDUM 
AprRIL 11, 1958. 
To: Mr. J. R. Berry, general counsel. 
From: W. F. Williams. 
Subject : Nuclear clause. 

After talking with you this morning I called Bert Levit and have his assurance 
that he will call you before preparing any memo or opinion for the Board of 
Fire Underwriters of the Pacific. 

Incidentally, in mentally reviewing our conversation, it occurred to me that 
I may have given you the wrong impression about something. I did not learn 
about the fact that this matter had been referred to Bert by accident in a con- 
yersation with him. Last Monday at the Blue Goose meeting Gerry Ball told 
me about it and later Frank Colridge called me on the same subject. It was 
after the board told me about it that I mentioned it in a conversation with 
Bert and then thought it might be a good idea to give him some of the back- 
ground. 
rs Bill, 

W. F. WILLIAMS. 


States where The Commissioner of Insurance (or other official) has adopted 
the 1943 New York form by regulation of the insurance department (total 18) : 


Arkansas Indiana North Dakota 
Colorado Kansas Ohio 

Delaware Kentucky South Carolina 
Florida Maryland Tennessee 
yeorgia Mississippi Texas 

Illinois Montana Vermont 


States with no provision for a standard policy but where the 1943 New York 
policy is prevalent : 


Alabama Missouri 


The States of New Hampshire and Minnesota presently adhere to the 1873 
Massachusetts standard form. 


Il. A BRIEF EXAMINATION OF THE PERILS EXCLUDED IN THE NEW YORK STANDARD 


FIRE POLICY 


Lines 11 to 14 of the New York standard fire policy list specific perils that are 
not included. Losses are not covered if caused either directly or indirectly by 
the perils specifically named in these lines. Perils (a) through (g) refer to 
wartime events, while (i) covers loss due to acts of destruction ordered by civil 
authority. Peril (i) covers loss caused by the neglect of the assured to preserve 
the property at and after a fire, and (j) provides that the company is not liable 
for loss by theft. 

Lines 28 through 37 provide additional limitations, and (c) provides that the 
insurer is not liable for loss occurring as a result of explosion or riot, unless 
a fire ensues, and in that event for loss by fire only. 

The word “peril” has been defined as “The cause of a possible less” (Boyd 
and Toole, “Questions and Answers on Insurance,” p. 16 (Prentice-Hall 1955) ). 
In the standard fire policy, “Certain perils are considered uninsurable and are 
excluded from coverage in the policy” (Gordis, ‘Property and Casualty Insur- 
ance,” p. 36 (Rough Notes Co. 1953) ). These perils are listed in lines 11 to 14 
and 28 to 37 of the standard fire policy. 

In the basic fire policy the perils of fire and lightning are covered. “In addi- 
tion to the loss or damage caused directly by the fire or lightning, the fire insur- 
ance policy covers loss caused by other occurrences of which fire is the proximate 
cause” (Gordis, op. cit., p. 31). If a fire occurs and causes an explosion, the 
entire loss would be covered if the explosion is incidental to the fire (Gordis, op. 
cit., p. 36). This is an important consideration, for the explosion exclusion of 
the policy does not generally provide an escape from the liability for the 
insurer. In Magee, “Property Insurance” (Irwin 1950), it is stated at page 217: 

, “For the purpose of determining coverage under a fire insurance policy, explo- 
sion falls into one of two categories. If, as a result of an unfriendly fire, an 
explosion causes damage, the explosion is construed to be a part of the fire. The 
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damage which it causes, whether concussion damage or the result of burning, js 
now held by most authorities to be a fire loss. On the other hand, if an explosion 
is the cause of the fire, the concussion damage is not covered ; but the policy does 
cover for whatever loss the ensuing fire causes.” 

In Reed, “Adjustment of Fire Losses” (McGraw-Hill, 1929), the author says 
at page 216: 

“An explosion which occurs during a hostile fire is considered to be an incident 
of the fire, and the damage done by such an explosion is covered.” 

In lines 38 to 41, provision is made for the inclusion of additional perils to be 
insured against. This means that the policy ‘is also designed to cover hazards 
other than fire” (Magee, op. cit., p. 184), and means that the parties can contract 
to have coverage for additional perils than fire and lightning. It does not mean 
that exclusions can be incorporated into the policy by using this clause. 

The nuclear clause proposed by the national board is obviously the exclusion 
of a peril, since it is a cause of a possible loss which the underwriters do not 
wish to cover in the policy. But the clause is even much more exclusive than 
the explosion clause in the standard policy, for whereas loss by explosion inci- 
dental to a fire is covered, the nuclear clause is designed to exclude all nuclear 
loss, direct or indirect, connected with a fire. In sum, the nuclear clause has all 
the earmarks of an excluded peril similar to those in lines 11 to 14 of the New 
York standard fire policy. 


Ill. THE ATTACHMENT OF THE NUCLEAR CLAUSE TO THE STATUTORY STANDARD FIRE 
POLICY IS ILLEGAL, SINCE ANY NEW PROVISIONS TO THE BASIC POLICY CAN 
ONLY BE ACCOMPLISHED BY LEGISLATIVE ENACTMENT 


A. General discussion 


The background for the first standard New York fire policy (1886) was gener- 
ally discussed in Quinlan v. P. W. Ins. Co. (1933 N.Y. 356 (1892)) where the 
court said, at page 365: 

“The act (ch. 486, of the Laws of 1886) providing for a uniform policy known 
as the standard policy, and which makes its use compulsory upon insurance com- 
panies, marks a most important and useful advance in legislation relating to 
contracts of insurance. The practice which prevailed before this enactment, 
whereby each company prescribed the form of its contract, led to great diversity 
in the provisions and conditions of insurance policies and frequently to great 
abuse. Parties taking insurance were often misled by unusual clauses or obscure 
phrases concealed in a mass of verbiage and often so printed as almost to elude 
discovery. Unconscionable defenses based upon such conditions were not in- 
frequent, and courts seemed sometime sto have been embarrassed in the attempt 
to reconcile the claims of justice with the law of contracts. Under the law of 
1886 companies are not permitted to insert conditions in policies at their will. 
The policies they now issue must be uniform in their provisions, arrangement, 
and type. Persons seeking insurance will come to understand to a greater extent 
than heretofore the contract into which they enter.” 

This review was reiterated in Conte v. Yorkshire Insurance Company of N.Y. 
(163 N.Y. S. 2d 28, 29 (Sup. Ct. 1957)), where the court observed that the 
standard fire insurance policies were designed “to protect ingenuous insureds 
against the refinements and legalisms devised by the companies.” Standard 
policies are designed “for protecting the insured from harsh methods by insur- 
ance companies” (Hicks v. British Am. Assur. Co., 162 N.Y. 284, 291 (1900) ), and 
the court in Heim v. American Alliance Ins. Co. (147 Minn. 283 (1920)), in 
discussing the State’s standard fire policy, said at page 287: 

“The statute is founded on public policy. It was enacted to do away with the 
evils arising from the insertion in policies of insurance of conditions ingeniously 
worded which restricted the liability of the insurer and gave the insured less 
protection than he might naturally suppose he was getting under his contract.” 

In Dozark v. Westchester Fire Insurance Co. (50 S.D. 284, 287 (1926)), the 
court said: 

“The wisdom of the legislature in adopting the standard policy, and in pro 
hibiting the use of other forms is apparent. This enactment constitutes a salu- 
tary rule of law based upon public policy, and is intended to do away with the 
evils arising from the insertion in policies of insurance of conditions ingeniously 
worded which restrict the liability of the insurer * * *.” 
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B. Comments by legal authorities 


In 1 Couch on Insurance 99, section 72a (1st ed. 1929), it is said: 

“In New York no provisions not found in the statutory form may be inserted 
in a fire policy * * *.” 

This view is followed by other authorities, and in 3 Richardson Insurance 
1751, section 529 (5th ed. 1952), the author states that under New York law 
“no policy of fire insurance shall be issued unless it conforms to all provisions, 
stipulations, agreements, and conditions with the standard policy form.” The 
insurer’s inability to devise new provisions is pointed out in 44 C.J.S. 1027, see- 
tion 251, where it is said: 

“The effect of these statutes (prescribing a standard form of fire insurance 
policy) is to deprive the parties of the right to incorporate into the policy any 
provisions not embraced within the terms of the standard policy or specifically 
authorized to be inserted therein, and, if other provisions are inserted they will 
not be enforced * * *.” 

An opinion by the attorney general of New York in 1902 expressly ruled that 
the insurer cannot insert in a policy a condition which limits its liability to fires 
arising from a particular cause. This point would seem to be quite analogous 
to the insertion of a nuclear clause, and the exact language of this ruling would 
still seem to be pertinent today. In that opinion it was said: 

“While a company may prescribe regulations as to the condition in which the 
insured property must be kept and as to the manner in which and the purposes 
for which it shall be used, it does not seem to me that it can limit its liability 
to fires arising from a particular cause, unless there is some provision of the 
statute or of the standard policy authorizing it” (1902 Opinion Attorney General 
N.Y. 315, 317). 

The New York Court of Appeals has never had to rule directly on this issue, 
but dicta in an important case indicates that the court would invalidate any 
provision not expressly authorized by statute. In Hopkins v. Conn. Gen. L. Ins. 
Co. (225 N.Y. 76, 79 (1918)), the court, during its opinion, expressly discussed 
the standard fire policy and said: 

“* * * no agreement not contained in the standard provisions shall be made.” 

In Travelers’ Ins. Co. v. Russo (155 Misc. 589, 280 N.Y.S. 99 (Sup. Ct. 1935) ), 
the court held that an insurance contract which attempted to limit the statutory 
requirement for standard provisions for automobile liability policies was illegal 
and unenforceable. 

Other jurisdictions have ruled on the requirement that the standard form 
must be followed. In Masiello v. Fid. Phoenix Fire Ins. Co. of N.Y. (51 R.1. 
314, 316 (1931)) the court said that no fire insurance company could issue a 
fire policy except on the standard form. In Stratton v. United States Fire Ins. 
Co. of N.Y. (71 S.D. 422, 25 N.W. 2d 239 (1946) ), in referring to the State stand- 
ard fire insurance policy (South Dakota Code, sec. 31.24), the court said at 
page 240: 

“The statute provides that no fire insurance company shall issue any policy 
other than that of the standard form set forth therein.” 

The insurer in Fidelity-Phenix Fire Ins. Co. v. School Dist. (70 Okla. 300 
(1918)) had inserted a provision as to the consequences of the failure to pay 
the premium in the standard fire insurance policy. The court noted that the 
statute provided that the policy could only be issued in the standard form, 
and consequently it was held that the provision was nugatory. In another case, 
Security Ins. Co. v. Baldwin (109 Okla. 139, 141 (1924)), the court said: 

“This court has held that provisions in a fire policy not contained in the 
standard form adopted by the legislature will not be enforced.” 

Herbert L. Farkas v. New York Fire Ins. Co. (5 N.J. 604, 76 A. 2d 395 (195) ), 
presented a situation where the insurer typed in certain paragraphs in a 
standard fire insurance policy. The court refused to recognize the typewritten 
provisions, and said at page 893: 

“Fire insurance policies must be in the form prescribed by statute, and any 
facts or conditions imposed in a policy inconsistent with or constituting a waiver 
of the standard form provisions are a nullity.” 

Wild Rice Lumber Co. vy. Royal Ins. Co. (99 Minn. 190 (1906)), involved the 
standard form of insurance policy, and the court noted at page 193: 

“A glance at the history of the standard form of policy makes it very clear 
that the legislature of this State intended to deprive fire insurance companies 
of the right to add to or change the terms and conditions of the prescribed form. 
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* * * But the legislature of 1897, amending section 53, chapter 175, page 417 
Laws 1895, in express terms prohibited the making of any changes except such 
as were specifically enumerated in the statute.” 


C. Some specific court decisions 


The court’s disapproval of rider in insurance policies was discussed in Ingyr- 
ance Co. v. Phoeniz T. & T. Co. (23 Ariz. 22, 235 Pac. 1387 (1925) ), where the 
court, under the New York standard fire insurance policy, held a mortgagee 
rider attached by the insurer as void in conflict with the statute. The court 
said at page 30: 

“The whole history of fire insurance legislation shows a ceaseless struggle 
on the part of the companies to limit their liability as expressed on the face 
of the policy, and as generally understood by the insured, through the use of 
changing conditions on the back of the policy, and in so-called riders attacheg 
thereto, frequently phrased in language whose legal meaning is unintelligible to 
even the well-educated man, and an equally determined effort by the different 
legislatures to hold all contracts of fire insurance to fixed forms, so that, when 
their legal effect was once established, the insured could rely upon their being 
no new so-called jokers introduced into his policy, whether by rider or other- 
wise.” 

An important case which considers the insertion of additional provisions in 
the standard fire policy is Glover v. Rowan Mutual Fire Ins. Co. (223 NG, 
195 (1947)). The 1945 General Session Laws of North Carolina provided in 
section G.S. 58-176(1) that there is a prescribed printed form of a policy of fire 
insurance, and G.S. 58-176(2) provided that “no policy or contract of fire insur- 
ance shall be made, issued or delivered by any insurer or by any agent or repre- 
sentative thereof, on any property in this State, unless it shall conform to all 
provisions, stipulations, agreements, and conditions, with such form of policy.” 

The defendant-insurer’s policies were in the form of standard policy, but also 
contained a waiver which read in its essential parts as’ llows: 

“If any building insured under this policy is constructed of wood * * * and 
situate within one hundred and fifty (150) feet of the combustible property 
of a neighbor * * * and is damaged or destroyed by fire or lightning from 
eause arising from adjacent building * * * other than outbuildings belonging 
to the assured, this policy is null and void and of no effect.” 


The defendant’s policy, together with the waiver clause, had been approved by 
the commissioner of insurance of North Carolina. The court held that the 
waiver was void since it made the provisions of the standard policy more 
restrictive, and that the commissioner of insurance had no power to approve 
the defendant’s policies. The court said at page 198: 

“In this connection the commissioner of insurance has no power to authorize 
or acquiesce in the issuance of policies unauthorized or forbidden by the 
statute. When the right to do a thing depends upon legislative authority, and 
the legislature has failed to authorize it, or has forbidden it, the approval of 
the doing of it by a ministerial officer cannot create a right to do that which is 
unauthorized or forbidden. 

Further, it is a general rule of law that agreements against public policy are 
illegal and void, and agreements are against public policy when they tend to the 
violation of a statute.” 

The court in Minnesota has held that it is “well settled that where the legis- 
lature has prescribed a statutory form of policy any provisions to the contrary 
in the policy contract is ineffective.” Maryland Gas Co. v. American Lbr. 
Wrecking Co., 204 Minn. 43, 47 (1938). The Minnesota standard fire policy was 
considered in Heim v. American Alliance Ins. Co., 147 Minn. 283 (1920), where 
the court was asked to rule on the question as to whether a fire insurance 
company may insert in a statutory standard fire policy a clause not specifically 
authorized by statute, providing for a method of determining liability which 
results in limiting the recovery to less than the actual loss and less also, than 
the insurance purchased. 

The court examined the rider as to rents which the insurer had inserted, 
and the court held that it was contrary to public policy to give effect to its 
terms under the facts of the case. 

Though the opinion was limited to the particular facts, the court discussed 
the statute and said at page 288: 

“In prescribing the form of standard policy, the legislature sought to secure 
uniformity in all contracts of fire insurance by requiring all companies to use 
the same form of policy instead of as many different forms as there were com- 
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panies writing insurance. Its use is compulsory. With such changes as are 
authorized by statute, it is the only form of fire insurance contract which may 
lawfully be used in this State.” Accord: Brecher Fur Co. v. Fireman’s Insur- 
ance Co., 154 Minn. 446 (1923). 

In Home Mut. B. & L. Asso. v. Northwestern National Ins. Co., 236 Wis. 475, 
295 N.W. 707 (1941), the insurer inserted a provision in the standard fire insur- 
ance policy of the State of Wisconsin. The provision was a rider in the “Space 
for description of property,” and it read “occupied and to be occupied only for 
dwelling purposes.” The insurer contended that the inserted provision was to 
be interpreted as expressly conditioning or limiting the insurers liability upon 
the continuing occupancy of the building as a dwelling. The court denied this 
interpretation, since it held that such an additional limitation would be in con- 
flict with the standard statutory provisions. The court said at page 481: 

“Moreover, if the phrase were to be given the construction and effect which 
defendant contends should be given thereto, the provisions would be in violation 
of the terms of section 203.01, statutes, prescribing the use of the ‘standard fire 
insurance policy,’ and of section 203.06, statutes, providing that no other or 
different provisions, agreements, conditions or clauses, shall be a part of said 
policy, or be endorsed thereon or delivered therewith, except provisions in 
relation to certain matters which are mentioned in the statutes, but are not 
material in this case. Inasmuch as section 203.06, statutes, rigidly prohibits the 
insertion in a policy of any provisions limiting liability otherwise than by the 
provisions contained in section 203.01, statutes, the defendant cannot lawfully 
insert in the blank space, which is designated in the ‘standard fire insurance 
policy prescribed by section 203.01, statutes, as ‘(Space for description of prop- 
erty.)’ a provision limiting liability as it contends was intended by the adjective 
phrase in question. The only matter that can lawfully be inserted in this space 
is matter which is purely descriptive, ie., data to identify the property.” 
(Italics added. ) 

There are additional cases in Wisconsin which hold that the standard fire 
policy is a “rigid statutory form,” that the “prescribed statutory details as to 
form and content is mandatory,” and that the insurer cannot insert any provisions 
which do not conform to the standard policy. Wojtzak v. Hartland F. Mut, Fire 
Ins. Co., 200 Wis. 118, 227 N.W. 255 (1929); Jsaacson v. Wisconsin Cas. Asso., 
137 Wis. 25, 203 N.W. 918 (1925): Schilbrch v. Inter-Ocean Cas. Co., 180 Wis. 
120, 192 N.W. 456 (1923). 

A most important case concerning the validity of an “interpretive” clause is 
Wausau Telephone Co. v. United Firemen’s Ins. Co., 123 Wis. 535, 101 N.W. 1100 
(1905). The State of Wisconsin had a statutory standard fire policy and section 
1941-47, statutes 1898, listed the statutory exceptions permitted in policies. 
Section 1941-64 prohibited the “making or attaching of any additional provision, 
agreement, condition, or clause as a part of the policy,” except for description 
and specifications. In the case at bar the insurers’ policies contained the follow- 
ing additional clause in the standard fire policy: 

“This insurance does not cover any loss or damage to property caused by 
electric current, Whether artificial or natural.” 

The facts in this case were that an electrical wire became crossed with one 
of the insured’s telephone wires at a point half a mile distant from the insured 
property, and electric current was thus carried into the telephone exchange, 
setting fire to the plaintiff-insured’s switchboard and therefore caused a loss by 
fire. The trial court held that the inserted clause did not except loss by fire even 
though caused by an electric current and the supreme court upheld the judgment 
for the plaintiff. Of particular significance is the language used by the appellate 
court concerning the insertion of the “electric current” clause, where the court 
said at page 537: 

“Taking these (statutory) clauses together, it would seem to follow that an 
exception covering a fire loss caused by an electric current cannot be added to the 
policy, because the policy specifically contains its own exceptions, and forbids any 
additional conditions inconsistent therewith.” 

In Security Ins. Co. v. Baldwin, 109 Okla. 139, 234 Pac. 348 (1925), the legis- 
lature had provided a form of insurance policy, but the insurer’s certificate 
contained a provision which was different. The court said at page 141: 

“This court has held that provisions in a fire policy not contained in the 
standard form adopted by the legislature will not be enforced. Fidelity-Phoeniz 
Fire Ins. Co. v. School Dist. No. 62 of Jackson Co., 70 Okla. 300, 174 Pac. 513: 
eee Ins. Co. of London, England vy. Commerce Trust Co., 73 Okla. 236, 175 

ac. 930.” 
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In Queen Ins. Co. v. Watson, 31 Ariz. 840, 253 Pac. 440 (1927), the statute 
required that fire insurance policies shall be written on the ‘“‘New York Standard” 
form as it was when the Arizona statute was enacted in 1913. (Par. 3440, ciyi) 
code 1913.) The insurer inserted the following clause in the policy at bar: 

“Clear space clause: Warranted by the assured that a clear space of not less 
than 100 feet shall be maintained between the cotton above described and any 
cotton gin, mill, or other building. A breach of this warranty suspends this 
insurance during such breach * * *.” 

The court refused to give any force or effect to the above clause, and said at 
page 342: 

“It appears that the space clause had not been adopted by New York at that 
time (1913), as a standard fire policy rider, and therefore, for the purposes of a 
warranty of any condition of the premises, the space clause was ineffective, and 
no forfeiture of the insurance would result upon a violation of such warranty.” 


Ill. CONCLUSIONS 


(1) The proposed nuclear clause covers a type of peril to be excluded, and 
cannot be called an interpretation since the effect of the clause is to deny the 
liability of insurers when a certain event (i.e. nuclear incident) is connected 
with a fire. An interpretation is an explanation of that which is obscure, while 
an exclusion refuses to recognize a certain subject as being within the class it 
is excluded from. Though nuclear incidents were obviously not contemplated 
within the term “fire” when the standard form was adopted, the policy has 
broader implications then are suggested by the ‘term “‘fire.”’ This is so, since all 
loss of which fire is the proximate cause is covered (for example, an explosion 
incident to fire on the insured property), and it would appear to be a drastic 
limitation of the accepted doctrine of proximate cause if all nuclear incidents 
contingent to an insured fire are to be excluded from coverage under the standard 
fire policy. Inthe standard policy specific exclusion is made for loss by theft, and 
no recovery may be had for such a loss even if it could be shown that fire were 
the proximate cause of the loss. In like manner it would seem wise to explicitly 
list a nuclear incident in the category of perils not included, so that the doctrine 
of proximate cause could not be evoked by an insured if nuclear damage followed 
an insured fire. 

(2) The area of fire insurance is so important to the public interest that 
public policy requires the highest degree of supervision of insurance companies. 
Judicial comment on this public policy indicates that changes in the scope of the 
policy’s coverage should only be enacted by the legislature. There are no cases 
directly on point regarding the insertion of an interpretive clause, but the cases 
discussed in this memorandum point out that the courts do not favor clauses 
which limit the insurer’s liability. 

(3) The intent of the nuclear clause is to exclude any type of nuclear damage 
which is incident to a fire either directly or indirectly, and I feel that in order 
to incorporate such a clause in the statutory standard fire policy that appropriate 
legislation would be required in the various States concerned. Any other pro- 
cedure would be resting on dubious legal grounds. 

WILLIAM P. MOYLEs. 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
Boarp OF FIRE UNDERWRITERS HELD IN THE BOARD RooM aT 85 JOHN STREET, 
New York, on Apri 16, 1958, at 11 A.M. 


Present: Messrs. Millard Bartels, Philip S. Brown, K. E. Chapman, J. F. 
Deegan (representing E. H. Forkel), Nicholas Dekker, Frank F. Dorsey, Hugh 
Garland (representing John R. Barry), Lester S. Harvey, Charles A. Loughin, 
C. V. Meserole, Jr. (representing A. E. Heacock), Joseph G. Niederlitz, D. E. 
Reutershan (representing George D. Mead), A. L. Ross, Francis Van Orman, 
Russell W. Viering (representing John A. North), and W. A. Wickham (repre- 
senting Paul E. Laymon). 

There were also present: Messrs. E. S. Coons, counsel, Commercial Union- 
Ocean Group; William H. Tribou, secretary, Aetna Insurance Group; R. A. 
Winslow, general counsel, Boston Insurance Co.; J. R. Berry, J. G. McKenzie, 
and R. E. Hughes of the national board staff. 

Advices of their inability to attend were received from Messrs. H. Clay John- 
son (chairman) and W. L. Nolen (representing S. T. Shotwell). 
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Messrs. James F. Crafts, William MacLean, Olaf Nordeng, and Addison Rob- 
erts were unable to be present or represented. 


ACTING CHAIRMAN 


In the absence of Chairman Johnson, Mr. Loughin was unanimously elected 
acting chairman. 
FEDERAL MATTERS 


Antitrust developments and proposed Senate investigation 


FBI agents have called on agents’ associations in Salt Lake City and Wichita. 
They are said to be acting for the Department of Justice. In Oregon a Depart- 
ment of Justice representative has called upon the State Association of Insur- 
ance Agents. In all three cases the inquiry apparently was directed at coercive 
practices, leaving the impression it is supplementing the action of the Depart- 
ment of Justice in the New Orleans Exchange case. In Oregon, however, the 
Department of Justice man stated that, while that was his primary objective, 
he also wanted to see the files with reference to commissions. 

Senator Kefauver has sent a letter to Commissioner O’Connell of Idaho, ask- 
ing for a report on the Inland Empire case. Commissioner O’Connell has ae- 
knowledged the letter and has referred it to the National Association of Insur- 
ance Commissioners’ committee for the preservation of State regulation, which 
will consider this matter at its meeting in Chicago on April 24. 

The American Hospital and National Casualty cases were argued on April 
9-10 before the Supreme Court of the United States. While these cases involve 
false advertising charges made by the Federal Trade Commission and do not 
involve the Sherman Act, Clayton Act, or Robinson-Patman Act, the decisions 
on these cases may lead to changes in Public Law 15 (McCarran Act) which 
law grants a limited exemption to the insurance business from the above acts. 


8. 722—Sparkman bill, amending Clayton Act 


This bill provides among other things for notification to the Federal Trade 
Commission or board vested with jurisdiction, of any acquisition by one corpo- 
ration of the stock, share capital, or assets of another corporation where the 
combined capital surplus and undivided profits of the acquiring and acquired 
corporations are in excess of $10 million. This notice would be required regard- 
less of any impact on interstate commerce. It would then be followed by a 
waiting period to enable the Commission or board to make an investigation. 
The bill contains a number of exemptions, one of which is “acquisition, solely 
for the purpose of investment of assets, other than voting stock or other voting 
share capital, by any bank, banking association, trust company, or insurance 
company, in the ordinary course of its business.” 

This exception was put in at the request of life insurance interests to take 
care of some of their investment problems. 

It was the feeling of the laws committee that, in view of the fact that the 
bill required only notification and waiting period, the bill need not be opposed. 


H.R. 11639—Vinson 


This bill would authorize the Department of Defense to indemnify its con- 
tractors against unusually hazardous risks and would limit the liability of 
contractors so indemnified. It includes in its protective provisions not only 
liabilities of the contractor and subcontractors to third parties, but also “loss 
or damage to property of the contractor from a risk that the contractor finds 
as unusually hazardous.” 

General counsel is insructed to bring this bill to the attention of the special 
committee on industrial uses of atomic energy. 


STATE MATTERS 
New York State 

General counsel reported : 

(a) Insurance department legislation seeking to change the law applicable 
to appraisal provisions of the standard fire insurance policy failed of enactment. 

(b) A bill introduced by us at the request of the American Foreign Insurance 
Association and American International Underwriters for clarification of the 
premium tax law has been passed, but has not yet been acted on by the Governor. 
This bill was opposed by the insurance department and there are indications that 
this opposition still continues. 


47932—60—pt. 7—-—28 
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(c) A bill relaxing requirements with reference to investme 
insurers has been signed. 

(d) A bill relaxing requirements with reference to investments of foreign 
and alien insurers has not yet been signed. 


nts of domestic 


Maine and Massachusetts 


The chairman of the standard policy committee has advised general counsge| 
of some interest by local companies in adopting the New York standard fire policy 
for use in these States. It was the sense of the meeting that genera] counsel 
explore further the possibility of legislative change With local insurance interests 
and report back to this committee. 


NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS MATTERS 


Mandatory security valuation reserve 


At the request of the NAIC subcommittee considering this subject, an industry 
committee has been formed of insurance organizations, other than life. The 
National Board of Fire Underwriters representative is chairman. The industry 
committee met on April 3, 1958, and, after consideration of the American Ip. 
surance Association study, concluded (a) that it was opposed to any mandatory 
security valuation reserve as currently suggested, (b) endorsed the position 
taken by the AIA committee, (c) requested the commissioners’ subcommittee to 
study the AIA report and agreed to hold itself in readiness for further discussions 
with the insurance commissioners at their convenience. 


NAIC subcommittee to study statistical, rating and filing problems of multiline 
contracts 


General counsel brought to the committee’s attention a proposed report of 
the above NAIC subcommittee which among other things recommends an im- 
mediate program for treating multiple-line package filings in the same manner 
as fire insurance under the existing statutes; that any rating bureau wishing to 
file a specific multiple-line package take complete jurisdiction over such package: 
that companies licensed to rite multiple-lines may affiliate with only one such 
bureau for multiple-line writings. The report further recommends a complete 
study of rate regulation statutes looking toward the development of a model 
bill that would combine all the rating laws into a single chapter, title, or section. 

This subcommittee is to meet on April 28 in New York. It appears that notice 
of this meeting has gone only to independent insurers and their organization, 
factory mutuals and some rating and advisory organizations. It was the feeling 
of the laws committee that the items contained in this subcommittee report 
called for top executive consideration. The general counsel was instructed to 
attend the meeting to observe and, if possible, discourage any precipitous action 
being taken which could prejudice future executive action. 


NUCLEAR CLAUSE 


The chairmen of the NAIC committees on fire and marine and rates and rating 
organizations have written the president of the NAIC recommending the approval 
of the above clause and the president has, in turn, written to each of the 
respective State commissioners joining in the recommendation of his chairmen 
and requesting speed and uniform treatment nationwide. 

Inter-Regional Insurance Conference has sent this clause to the respective 
rating and regional organizations, and the clause is now being presented for 
filing in the respective States with one or two exceptions. 


BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded, it was voted to approve payment of the 
following bills, amounting to $11,388.16: 


Bartlett, Poe & Claggett, attorney fee and expenses, Maryland_____-~~ $820. 00 
Michigan Association of Insurance Agents, legislative expenses, 


RIO Wi S55 28 are be eet tees) xg Bb cere dh ere ees oe 1, 424. 00 
Jennings, Strouss, Salmon & Trask, attorney fee and expenses, Arizona— 1, 508. 21 
James J. Beasley, attorney fee and expenses, New York__-_-_--__-_-- 6, 808. 08 
George W. Clarke, attorney fee and expenses, State of Washington___._ 587. 26 
ieee | Pamir (Ree ii oc atl ee coed ctl el arene aensedid 100. 00 
Mississiont Legisiative Service.._._..._._. ee et et il 110. 00 


Claude D. Minor, attorney, expenses, Virginia 
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ADJOURN MENT 


There being no further business to come before the committee, the meeting 
adjourned at 12: 40 p.m. 


L. A. VINCENT, Secretary. 


INTER-REGIONAL INSURANCE CONFERENCE, 
April 16, 1958. 
Committee on Nuclear Clause. 
Messrs. Berry, Chairman, HArGert, LEWIs, POLLEY. 

GENTLEMEN : We attach a brief memorandum of the action taken at the recent 
meeting of April 15 preliminary to the scheduled meeting of this committee with 
the mutual representatives in the national board executive committee room at 
9:30 a.m. on Friday, April 18. 

Yours very truly, 
CARL I. SORENSEN, 
Assistant Manager. 


INTER-REGIONAL INSURANCE CONFERENCE, NEW YorK, N.Y., COMMITTEE ON 
NUCLEAR CLAUSE, MEETING OF APRIL 15, 1958 


Present: Messrs. Berry, chairman; Hargrett; Lewis, J. R. Berry, general 
counsel, national board ; Beckwith, Sorensen. 

I. At this meeting the committee was informed that on April 4 the national 
board approved nuclear clause was recommended to all rating organizations 
nationwide for early adoption as a mandatory endorsement to be attached to all 
fire policies. 

II. The committee then reviewed and approved the revised nuclear exclusion 
clause proposed for incorporation in the ECE, to be inserted immediately pre- 
ceeding the present war risk exclusion clause therein, as follows: 


““NUCLEAR EXCLUSION CLAUSE 


“Loss by nuclear reaction or nuclear radiation or radioactive contamination is 
not insured against by this endorsement, whether such loss be direct or indirect, 
proximate or remote, or be in whole or in part caused by, contributed to, or 
aggravated by windstorm, hail, explosion, riot, riot attending a strike, civil 
commotion, aircraft, vehicles, or smoke; and nuclear reaction or nuclear radia- 
tion or radioactive contamination, all whether controlled or uncontrolled, is not 
‘explosion’ or ‘smoke’.”’ 

It was also understood that the same clause would be developed as a mandatory 
nuclear exclusion clause for attachment to the ECE pending the printing and 
distribution each fire rating jurisdiction of a revised edition of the ECE incorpo- 
rating the foregoing clause. 

III. The committee also reviewed and ratified the proposed change in the war 
risk exclusion clause in the ECE, replacing the present words “atomic fission or 
radioactive force” with the words “nuclear fission or fusion,” this to be done in 
each rating jurisdiction at the same time as the ECE is reprinted to include the 
foregoing nuclear exclusion clause. 

IV. The committee also reviewed and approved the proposed nuclear assump- 
tion endorsement as previously drafted for optional use with fire policies, includ- 
ing the national board approved nuclear clause, and with or without the ECB, 
including the foregoing nuclear exclusion clause, as follows: 


“NUCLEAR ASSUMPTION ENDORSEMENT 


“In consideration of the premium charged, and subject to the provisions and 
stipulations herein and in the policy to which this endorsement is attached, 
including endorsements thereon, this policy is extended to insure against direct 
loss by sudden and accidental nuclear reaction, nuclear radiation and radio- 
active contamination occurring within or arising out of material used or stored 
on the premises described in this policy, provided at the time of such loss there 


is neither a nuclear reactor nor any new or used nuclear fuel element(s) on 
the described premises.” 
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V. Chairman Berry then brought to the attention of the committee a letter 
received from Mr. Henry C. Jones, president of Arkwright Mutual of the Agg,. 
ciated Factory Mutuals, setting forth certain nuclear perils exclusion clayse, 
and contamination endorsements, both limited and broad form, which are jp 
substantial variance with the committee’s proposals, especially as to the treat. 
ment of ensuing explosion loss resulting from nuclear reaction. Under the ¢iy- 
substantial variance with the committee’s proposals, especially as to the treat. 
close liaison between the stock interests and the mutuals in this regard, it was 
felt essential that an early meeting be arranged with the mutual people to 
develop a uniform joint program. Accordingly, such a meeting has been arranged 
between this committee and representatives of mutual interests for Friday 
April 18, at 9:30 a.m. in the national board executive committee room. ry, 


PvuERTO Rtco INSPECTION AND RATING BuREAU, 
San Juan, P.R., April 16, 1958. 

Nuclear clause. 

Mr. FERNANDO GARCIA SHARP, 

Manager, Puerto Rico Inspection and Rating Bureau, 

San Juan, P.R. 


Dear Mr. GArcrA SHARP: The executive committee, by nrail vote, has approved’ 


the adoption of the above clause therefore, will you immediately file same with 
the commissioner. To assist you I attach a draft of a proposed filing letter. 

I was considering including in the draft, a request of the commissioner for 
waiving the 30-day waiting period, but changed my mind as this would take 
away the “automatic approval” feature in the event he holds this without action 
for 30 days. You might reconsider this request should you find that the com. 
missioner is unquestionably going to approve. Do what you want here because 
I cannot visualize an “atomic bang” down there for at least 30 days, I hope. 

After you have approval just simply have the tariff page printed following 
the wording of the attached. Make certain you always include the words “Man- 
datory endorsement.” Unquestionably, you will first notify the agents by bulletin. 
Here, I would point out that they must start immediately attaching this clause 
to all policies they issue from then on. I would also suggest that you point out 
in your bulletin that the nuclear clause is designed as a clarification of intent 
of the standard fire insurance policy rather than as a limitation or amendment 
of the coverage afforded thereby. 

Don’t worry about policies already in your office or passed through because, 
after all the principle is there already and the clause is just restating this 
principle, but get them on the ball as quickly as you can. This is an item that 
you might consider briefing your advisory committee on, if there is no question 
in your mind that you can “sell” them this. 

If you have any questions don’t hesitate in writing to me. 

Yours very truly, 








Evecutive Secretary. 


P.S. Hope you have that “Duplimate” gadget working by this time for printing 
the clause, because, this goes on all fire contracts not just on some like a vacancy 
clause, etc. 


[Draft] 
Nuclear clause. 


Hon. COMMISSIONER OF INSURANCE. 


Dear Mr. CoMMISSIONER: We file herewith the “Nuclear clause” which we 
propose incorporating in our rules as a mandatory endorsement attachable to 
all fire contracts. 

We draw your attention to the wording of the nuclear clause and to point out 
that it is designed as a clarification of intent of the standard fire insurance policy 
rather than as a limitation or amendment of the coverage afforded thereby. 

We are informed that the attachment has the united support of all segments 
of the fire insurance industry and for your further enlightenment as we enclose 


a copy of a letter addressed to President Navarre of the National Association of’ 
Insurance Commissioners by Chairman Leggett of the fire and marine committee - 
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of NAIC, and Chairman Bennett of the rates and rating organizations committee 
of NAIC; it is our understanding that President Navarre plans to send a copy 
of this communication to all State insurance commissioners. 

Very truly yours, 





M anager. 


MENbDES & MouUNT, 
New York, N.Y., April 17, 1958. 
Nuclear exclusion clause. Our file: No. 107862. 
J. RayMOND Berry, Esq. ; 
National Board of Fire Underwriters, 
New York, N.Y. 

Deak Mr. Berry: As I mentioned to you in our telephone conversation, we 
have received a further communication from the atomic energy subcommittee 
of the Lloyd’s Underwriters’ Fire & Non-Marine Association. 

This letter deals with two points which we have had under discussion with 
you and I think I can do no better than quote the relevant portions of the letter 
which has been written by Mr. John Lewis, chairman of this subcommittee: 

(1) “I must, however, report to you that my subcommittee feels a great degree 
of concern as it is not clear to them whether the proposed ‘interpretive clause’ 
that the fire companies are promoting is only an interim expedient until such 
time as they can get official consent to the amendment of the standard fire policy 
State by State or whether the proposed interpretive clause is designed as an 
adequate and final solution to the problem. We do very fully appreciate that 
the American companies have a number of problems which are very much 
closer to them in a sense than they are to us and also that they probably share in 
all respects our major anxieties with regard to nuclear liabilities. All the same 
I would be very glad to hear from you, if you know, how the American companies 
are proposing to handle this problem in the long run because with the best will 
in the world my committee find it difficult to contemplate a position in which 
something as important as the exclusion of nuclear contamination from fire 
policies should be left in the form of an interpretation and not an authoritative 
amendment in the standard policies.” 

(2) “The second point about which we are still very uneasy in our mind is 
that we feel that the question of contamination liability resulting proximately 
or remotely from a fire has not been dealt with as specifically as we anticipated. 
I do note that the committee of laws of which Mr. Clay Johnson is chairman is 
emphatic in their view that the proposed clause provides adequate protection 
“against any reassumption of radioactive contamination regardless of how it 
results (whether from a conventional fire or from a nuclear fire).’ A great deal 
of discussion has centered around this very important matter on this side some 
of which was indicated to you in letters that you have received from Mr. 
Rogers. However without attempting to criticize the proposals of the National 
Board of Fire Underwriters I must express to you our hope that in the near 
future some action is contemplated to make the position more watertight and 
as far as drafting will allow beyond question. There are suggestions that I 
could submit with regard to the actual wording but I feel it would be pre- 
sumptuous to do so at the moment as I am only anxious at this stage to find 
out how far our concern is shared by American companies and whether they 
have some redrafting proposals in their mind. 

“IT would refer again, however, to Mr. Clay Johnson’s letter of the 13th March 
in which he says referring to Mr. Rogers, ‘I am surprised that he fails to under- 
stand the final part of our clause which was intended to reassume coverage for 
ensuing fire without in any sense reassuming coverage of radioactive contami- 
nation. Our purpose seems to have eluded him entirely.’ I think that there is 
here a misunderstanding which may have most serious consequences for fire 
underwriters. I do not think that any of us fail to appreciate the object of the 
final part of the American clause. We do, however, have a very grave concern 
that the committee of laws should apparently be satisfied that the final part of 
the clause does in fact do what he suggests it should do namely to exclude any 
reassuming of radioactive contamination. You yourself know that this matter 
has been studied and studied by the British insurers and you have on record 
Mr. Berryman Q. C.’s opinion on the subject. (This opinion is to be found on 
pp. 89 to 43 of the British Insurance Atomic Energy Advisory Committee Re- 
port.) It is the general consensus of opinion here that the last part of the 
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proposed fire clause and of the clause B proposed by the inland marine unger. 
writers, even though protected by the word ‘direct,’ may well expose insurers 
to contamination ensuing from fire. It is none of my wish to be contentions 
or clever about this matter which is of major concern to us all. We do not. 
of course, know all the processes of thought by which the American clause hag 
been evolved but it certainly does in its present form appear to ignore com. 
pletely the conclusion which is accepted here that radioactive contamination 
resulting from a nuclear incident involving fire might very well be held to be q 
direct loss by fire within the meaning of an ordinary fire policy. 

“T can assure you that we have all here read everything on this subject which 
has come from you with the very greatest care and we still remain at a loss 
fully to appreciate why the line of thought which finds acceptance here is deemeg 
to be inapplicable or of no consequence in America. Is it that the interpreta. 
tion of the law on this matter has been tested and considered to be of quite a 
eontrary nature to that which we find here? If this is indeed so it does of 
course explain why the proposed exclusion clauses for use in fire and inland 
marine policies have relied on the phrase ‘direct loss by fire’ as adequate pro- 
tection against radioactive contamination which might ensue from such a fire 
but of course if it is not true that the American law on this subject is basically 
different from British law, it would seem to us that it was better now rather 
than at any time later to put the matter beyond any shadow of doubt by adding 
some words to the end of the proposed exclusion clauses. Any number of 
phrases might do the trick but one could suggest words such as ‘but neverthe- 
less this policy is not liable under any circumstances whatsoever for contami- 
nation ensuing from such fire.’ Is it necessary to rest uneasy on the protection 
of a phrase such as ‘subject to the foregoing’ or a phrase such as ‘direct loss by 
fire’ if the whole matter can be clarified in a few words? It is of course very 
difficult for us here to set aside the weight of thinking on this matter which 
prevails on this side. For instance, would you refer to page 40 of the advisory 
committee’s report where the question is raised: ‘1. Are the courts likely to hold 
that contamination of buildings near or adjacent to a reactor is “damage” to 
property within the meaning of the fire policies submitted to me?’ and the com- 
ment at the bottom of page 41: 

““On careful consideration, therefore, and particularly having regard to the 
magnitude of the damage which may occur in the vicinity of a nuclear reactor 
I find it impossible to advise that insurers would be wise to place any strong 
reliance on the view that the courts would hold otherwise than that contamina- 
tion of a building did as a matter of fact amount to damage to property within 
the meaning of a fire policy.’ 

“and again question 2— 

“<*The next question is whether, if radioactive substances escape from a re- 
actor consequent on an insured peril, e.g., fire or explosion, such contamina- 
tion results proximately from the fire or explosion.’ 

“and the ultimate sentence in this section on page 42 which reads: 

“*T am clearly of opinion that if it were held that buildings in the vicinity of 
a reactor which were contaminated by the escape of radioactive substances had 
suffered “damage” within the meaning of a fire policy the courts would unhesi- 
tatingly hold that such “damage” was the direct and proximate result of the 
_ ” 

In conelusion the underwriters have made the following additional comment 
which relates to point (1) above: 

“Before I conclude this letter, I feel I must quote to you an angle which some 
members of my subcommittee feel has not been sufficiently emphasized in my 
letter. ‘Until the “interpretive” suggestion came along we understood that a 
contamination exclusion clause was eventually to go in all fire department and 
inland marine policies. We understood that the amendment of the policy forms 
would be more easy to obtain and more quickly achieved with forms other than 
standard fire forms. 

“*As regards the fire forms we understood State approval would have to be 
obtained and that this would take time—anything up to 2 years. The position 
was acceptable because it was felt that many of the big reactor plants would 
not become critical for at least 2 years. We are still gravely anxious concern- 
ing the matter and seek the assurance that the foregoing objective has not been 
abandoned in favor of the interpretive understanding.’ ” 

I think you will appreciate from the language I have quoted the deep concern 
in London that this language should be as watertight as possible. As you well 
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realize, the underwriters at Lloyd’s have a substantial exposure on U.S.A. fire 
pusiness by way of catastrophe or excess of loss reinsurance; and since the 
companies here will look to Lloyd’s as their reinsurers to follow their fortunes 
with respect to this nuclear clause, I think it would be helpful if at this stage 
the most serious consideration could be given to underwriters’ suggestion despite 
the fact that from an administrative viewpoint here there may be considerable 
difficulties involved. 

As I advised you, I shall be sailing for London on Wednesday, April 23 and 
J would welcome the opportunity of discussing this matter further with you 
prior to that time. 

Faithfully yours, 
LuKE D. LYNCH. 


ApriL 18, 1958. 
From: The National Board of Fire Underwriters, committee on laws. 
For: Mr. J. G. McKenzie. 
Re Federal Trade Commission brief. 


Mr. Joun S. HAMILTON, Jr. 
General Counsel, American Mutual Insurance Alliance, Chicago, Ill. 


Dear JoHN: Thank you for your kindness in sending me a copy of your brief. 
I attended the argument and some day when we get together I would like to 
give you some of the highlights. 

Jack McKenzie tells me your office inquired about the nuclear bill put in in 
Mississippi. This was put in by us because the department told us they could 
not license any rating organization or use the existing rating organization for 
rate filing. 

I am told the nuclear rating organization has not run into the same problem 
anywhere else—even in the States with a single statutory bureau. 

We therefore do not plan any similar legislation unless we run into some 
trouble. 

With best regards. 

Sincerely, 
J. RAYMOND Berry, General Counsel. 


(Copy to H. Clay Johnson, Apr. 21, 1958) 


MEMORANDUM OF MEETING WitH REPRESENTATIVES OF MENDES AND MouNnT— 
Messrs. HEALY AND CURLEY (LYNCH WAS Sick), RE NucLEAR CLAUSE—M. & M. 
Letrer APRIL 17, 1958 


Healy directed his opening remarks to point I—i.e., that the interpretative 
clause is an interim expedient and was so to be understood from their London 
opening negotiations with reference to reinsurance. 

To avoid any misunderstanding as to interim expedient, I restated our posi- 
tion—i.e., that time would not permit getting legislative relief and that my 
opinion and the opinion of all who had expressed themselves on the subject was 
that there was no real possibility of getting action favorable to the companies’ 
position in all of the States, and even less possibility of getting uniform action 
such as is needed in this situation; that I did not mean that legislation would 
never be sought; that perhaps when this subject had simmered down, legislation 
might be a possibility, but there were no present plans for a legislative program. 

Healy commented that this would present a problem when reinsurance is 
being renewed and might present a problem even before that if one or two 
nuclear incidents occurred, because the way reinsurance is written today the 
insurers might find themselves with their reinsurance exhausted. 

On point II, Mr. Healy made the conventional opening and I asked whether 
in their opinion, as lawyers, the additional words suggested by Mr. Lewis on 
page 3 of the Mendes and Mount letter would be effective to break the chain 
of causation in a statutory State if a court believed the word “fire,” as used in 
the statute, included contamination loss. They agreed these words would be 
ineffective to accomplish that, but stated Mr. Lewis’ words were directed to the 
Situation where a court felt contamination was not part of a fire loss if the 
definition of fire was properly limited. In that situation Lewis believed our 


however clause could be strengthened by expressly reciting the exclusion of 
contamination. 
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This, of course, narrowed the area of possible disagreement, although it still 
seems to me Mr. Tewis’ criticisms and the language which he quotes are directed 
both to statutory and nonstatutory fire contracts. 

We then turned to Mr. Lewis’ suggested language. Mr. Healy agreed that the 
words suggested by Mr. Lewis certainly went no further than the words which 
were contained in the middle portion of our clause. With this admission the 
discussion then turned on whether the words “subject to the foregoing” anq 
“direct” were adequate to bring into play the words in the central part of oy; 
clause. 

I asked for any authorities they might have for a construction the words 
were inadequate and they had none. I commented that the Lewis letter haq 
no authority to support such a construction, although he did quote Berryman 
Q. C. on the subject of proximate cause, and I assumed if Mr. Lewis had had 
any authority to support his lack of confidence in subject to the foregoing that 
he would have quoted such authority. 

Mr. Curley volunteered that he was satisfied that this point had never been 
asked of Counsel Berryman. 

I stated that you were away and the views I was expressing were not to be 
interpreted as yours. Curley asked if it was too late to change the clause. | 
stated an attempt to change now would raise new questions and reopen old ones 

Healy asked whether we had drawn any adverse reaction from American 
Management Association. I told him no, and expected none, inasmuch ag an 
assumption endorsement was being prepared by the Inter-Regional Insurance 
Conference. Curley asked if this endorsement was broad enough to protect 
those who were not using radioactive substances. I explained this was not in 
my field and I did not know. 

The meeting ended with Healy returning to the original point—the interpre. 
tative clause was looked upon by London as an interim expedient—and I re 
iterated what I said previously on this question. 


APRIL 18, 1958. 


From: The National Board of Fire Underwriters, committee on laws. 
For: Mr. J. G. McKenzie. 


Re Federal Trade Commission brief. 

Mr. JoHN S. HAMILTON, Jr., 

General Counsel, American Mutual Insurance Alliance, 
Chicago, Ill. 

Dear JoHN: Thank you for your kindness in sending me a copy of your brief. 
I attended the argument and some day when we get together I would like to give 
you some of the highlights. 

Jack McKenzie tells me your office inquired about the nuclear bill put in in 
Mississippi. This was put in by us because the department told us they could 
not license any rating organization or use the existing rating organization for 
rate filing. 

I am told the nuclear rating organization has not run into the same problem 
anywhere else—even in the States with a single statutory bureau. 

We therefore do not plan any similar legislation unless we run into some 
trouble. 

With best regards. 

Sincerely, 
J. RAYMOND Berry, General Counsel. 


NortH CAROLINA FIRE INSURANCE RATING BUREAU, 
Raleigh, N.C., April 22, 1958. 
Nuclear clause. 


Mr. R. M. BecKwITH, 
Manacer, Inter-Regional Insurance Conference, 
New York, N.Y. 


Dear Mr. BeckwitrH: At the April meeting of our executive committee your 
letter of April 4 and the mandatory nuclear clause were presented and the clause 
was adopted. Since we were advised that a similar clause was to be recom- 
mended at an early date for use with homeowners policies, the committee directed 





~<— ate me ot et Od 








till 
ted 


the 
ich 
the 
ind 
yur 


rds 
iad 
an, 
ad 
hat 


en 


‘RSEESS.WF 


In 


re- 


af. 
ve 


in 
ld 
or 


ne 


~—T Oo 





THE INSURANCE INDUSTRY 4237 


that filing be deferred temporarily so that all nuclear clauses could be sub- 
mitted at the same time. 

As we have not as yet heard from Multi-Peril Insurance Conference I am send- 
ing copy of this letter to General Manager H. F. Perlet, with request that 
he communicate with me as soon as possible. If there is to be further delay I 
feel sure that our committee would not object to our making the filing at this 
time. 

Sincerely yours, 

——_—- —_—_,, Manager. 


Excerpt From MINuTES OF EXECUTIVE COMMITTEE FOR APRIL 24, 1958 
REPORT OF THE COMMITTEE ON ACCOUNTING 


The report of this committee was presented for former Chairman Armstrong 
by Mr. Milton W. Mays. A copy is appended. 

Industry committee on agents’ balances.—Upon motion, duly made and sec- 
onded, it was voted to approve the recommendations of the committee on account- 
ing on this item as set forth in the report. 

Net realized capital gains or losses.—Reference was made to the minutes of 
the last meeting wherein this item was tabled until this meeting. It was rec- 
ommended that the committees of the American Insurance Association and the 
national board confer in order to reach agreement on their conflicting recom- 
mendations on this item before the executive committee takes action. Upon 
motion, duly seconded, it was voted to adopt the recommendation, and that the 
Casualty Association’s committee be invited to confer on this subject. 


INTER-REGIONAL INSURANCE CONFERENCE, 
April 28, 1958. 
Re nuclear clause. 
Mr. 8S. Gace LEwIs, 
General Manager, 
The Fire Insurance Rating Organization of New Jersey, 
Newark, N.J. 


Deak Mr. Lewis: I have before me your note of April 25 stating that your 
insurance department has agreed to the immediate acceptance of the nuclear 
clause for mandatory attachment to all fire policies. 

With respect to your plan to incorporate this clause in your regular forms as 
they are reprinted, after conferring with the national board we have recommended 
in response to a number of inquiries from rating organizations that the nuclear 
clause be retained as a Separate endorsement for the present and be not incor- 
porated in the fire forms. 

I note further that you have set June 15, 1958, as the date after which you 
will require the attachment of this clause on all policies. In the light of the 
request of the committee on laws that prompt action be taken we are wondering 
whether it is necessary to delay the effective date of your requirement so far 
in the future inasmuch as the clause has apparently been approved by your 
insurance department and you are proceeding to have the necessary supplies of 
the endorsement printed. 

Yours very truly, 
Royat M. Beckwiru, Manager. 


INTER-REGIONAL INSURANCE CONFERENCE, 
April 24, 1958. 


Re nuclear clause. 
Mr. W. 8. Bizzexz, 
Manager, North Carolina Fire Insurance Rating Bureau, 
Raleigh, N.C. 

Dear Mr. Bizzet.: I have your note of April 22 stating that your committee 
expressed a preference to withhold a filing of the captioned recommended clause 
pending action in connection with the homeowners policies. 
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I do not know what the status of the homeowners matter may be but I would 
reiterate the recommendation of the committee on laws that ev : 


; : ery effort be made 
to get this nuclear clause affecting the standard fire insurance policy into effec 
at the earliest feasible moment. ; 


Yours very truly, 
Royat M. Beckwiru, Manager, 


OXCERPT ROM MINUTES OF EXECUTIVE COMMITTEE FOR APRIL 24, 1958 
PRESIDENT’S SUGGESTIONS 


Resignation of Chairman George L. Armstrong.—President Hullett reporteg 
the resignation of Mr. George L. Armstrong as chairman of the committee on 
accounting, stating that he had been made vice president of the America Fore 
companies in charge of their Canadian department. Mr. Hullett spoke in com. 
plimentary terms of Mr. Armstrong’s fine work as a national board committeeman, 


TREASURER’S REPORT 


The treasurer’s report was summarized by Mr. D. R. Ackerman. It was re. 
ceived and a copy of the full report is attached. 


REPORT OF THE COMMITTEE ACCOUNTING 


The report of this committee was presented for former Chairman Armstrong 
by Mr. Milton W. Mays. A copy is appended. 

Industry committee on agents’ balances.—Upon motion, duly made 
onded, it was voted to approve the recommendations of the committee on 
ing on this item as set forth in the report. 

Net realized capital gains or losses.—Reference was made to the minutes of 
the last meeting wherein this item was tabled until this meeting. It was recom- 
mended that the committees of the American Insurance Association and the 
national board confer in order to reach agreement on their conflicting recom- 
mendations on this item before the executive committee takes action. Upon 
motion, duly seconded, it was voted to adopt the recommendation, and that the 
Casualty Association’s committee be invited to confer on this subject. 


and see- 
account- 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., April 29, 1958. 
Re nuclear clause. 
Mr. J. RAYMOND BERRY, 
General Counsel, The National Board of Fire Underwriters, 
New York, N.Y. 

DeaR Ray: In view of your absence from the city I wanted to place this 
memorandum on your desk for your attention upon your return. 

I have just been told by Manager Hermes that an attorney by the name of 
Reed on the staff of the Gilmore Rothery General Agency has taken the stand 
that the nuclear clause, as recently filed for use in Massachusetts, is illegal and 
as a consequence this general agency declines to attach it to any standard fire 
policies which it may issue. 

Mr. Reed’s stand is based on the point that reference is made to “direct loss” 
in the last phrase of the clause rather than to the wording employed in the 
standard Massachusetts policy. 

I am also told that this general agency has raised the issue with the Massa- 
chusetts Insurance Department and that in general there seems to be a questioning 
attitude on the part of the department with respect to the filing recently 
made by Mr. Hermes. 

I am informed that the following companies are “in” the Gilmore Rothery 
General Agency: American Automobile, Commercial Union, Home, Phoenix of 
Hartford, Niagara, Providence Washington, Security, Standard of New York. 


I have asked Mr. Hermes to keep me informed if any further developments 
occur. 


Sincerely yours, 


RoyAu M. BeckwituH, Manager. 
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Royat-GLose INSURANCE GROUP, 
April 30, 1958. 
Nuclear clause. 
Mr. Roya M. BecKWITH, 
Manager, I nter-Regional Insurance Conference, 
New York, N.Y. 

Deak Roy: An article in the Journal of Commerce for April 29 contained an 
announcement of the new nuclear clause promulgated by the New England Fire 
Insurance Rating Association and in doing so contained in the headline as well 
as in the main context the words “excludes” and “excluded.” As you know, 
we studiously avoided the use of these words in the clause itself and we have 
gone to some pains to prevent any construction of the clause as an “exclusion.” 
News articles such as these could easily undermine what we have been attempting 
to accomplish with the commissioners and could result in some nonreceptivity 
on their part. It occurs to me that it might be advisable for Inter-Regional to 
suggest a form of press release to be prepared by the various rating organiza- 
tions which would properly describe the new clause and avoid any reference to 
an “exclusion.” Since the clause is now in the hands of the rating organizations, 
such supplemental advice should go forth quickly. 

Yours very truly, 
BG. dz 
Deputy U.S. Manager. 


P.S.—I think the negative reference in the article to exended coverage is also 
most unfortunate since it points up the present absence of a nuclear exclusion 
clause there and leaves us in a weak position. Shouldn’t we accelerate the ex- 
tended coverage exclusion clause? 


[From Journal of Commerce, Apr. 29, 1958] 
FrrE Poticy Now ExciuDes AToM PERILS 
(Special to Journal of Commerce) 


Boston.—Nuclear reaction, radiation, and contamination are expressly declared 
not to be “fire” and are thus excluded from fire insurance policy coverage in a 
mandatory endorsement being adopted countrywide by fire rating bureaus. The 
New England Fire Insurance Rating Association promulgated the new endorse- 
ment a few days ago, and it must be attached to all new fire policies written 
after April 23. 

So far, no such restriction has been applied to the extended coverage endorse- 
ment, or to the homeowners and comprehensive dwelling package policies, but it 
will probably come soon for those forms. 


NEW ENDORSEMENT 


The new form, NEFIRA form No. 544, read as follows: 

“The word ‘fire’ in this policy or endorsements attached hereto is not intended 

to and does not embrace nuclear reaction or nuclear radiation or radioactive con- 
tamination, all whether controlled or uncontrolled, and loss by nuclear reaction 
or nuclear radiation or radioactive contamination is not intended to be and is not 
insured against by this policy or said endorsements, whether such loss be direct 
or indirect, proximate or remote or be in whole or in part caused by, contributed 
to, or aggravated by ‘fire’ or any other perils insured against by this policy or said 
endorsements ; however, subject to the foregoing and all provisions of this policy, 
direct loss by ‘fire’ resulting from nuclear reaction or nuclear radiation or 
radioactive contamination is insured against by this policy.” 
. What this endorsement appears to say is that loss or damage due to nuclear 
reaction or radiation or radioactive contamination is not covered as “fire” within 
the meaning of the policy. If fire is caused by such nuclear reaction or radiation 
or by radioactive contamination, then the damage caused by the fire itself is 
covered by the policy. 
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INTER-REGION AL INSURANCE CONFERENCE, 
May 1, 1958. 

Nuclear clause. 

Mr. H. CLay JOHNSON, 

Deputy U.S. Manager, Royal-Globe Insurance Group, 

New York, N.Y. 


Dear Mr. JOHNSON : Rather than to attempt to prepare a precise “press release” 
which could not possibly fit all situations throughout the country it seems tg me 
that the enclosed letter to regional bodies and rating bureaus should adequately 
earry out the thought contained in your letter to me of April 30. . 

I am sending this to you by messenger and would appreciate your response 
by telephone when you have had an opportunity of reviewing the enclosure gy 
that we can move very promptly on this matter. 

With respect to the extended coverage endorsement exclusion clause our com. 
mittee is meeting today and I am very hopeful that the whole procedure ax 
respects contracts other than the fire policy can be hammered out so that we cay, 
move promptly with our recommendations. 

Yours very truly, 
Royat M. Beckwitu, Manager, 


{Draft No. 1] 


INTER-REGIONAL INSURANCE CONFERENCE, 
Vay 1, 1958. 
Nuclear clause 
To: Regional organizations and rating bureaus. 

Dear Sir: Subsequent to the promulgation of the recommended “mandatory 
endorsement, nuclear clause” in some fields news articles have appeared in the 
insurance press which attempt to describe the recommended clause as “exelud- 
ing” certain perils. 

In drafting the nuclear clause the committee on laws studiously avoided any 
wording which might connote an “exclusion” and in fact the clause is purposely 
designed as a clarification of intent of the standard fire insurance policy rather 
than as an “exclusion clause” or as a limitation or amendment of the coverage 
afforded by the fire policy. 

Should you have oceasion to prompt any press releases in connection with the 
adoption of this clause in your field we would recommend that you be guided by 
the observations in this letter. 

Yours very truly, 


———- ———, Manager. 


May 5, 1958. 
Memorandum for: Messrs. R. E. Hughes, Jack G. McKenzie, W. L. Martin, 
W. F. Williams. 


Points To BE WATCHED IN ALL CopEsS AND LAW REVISIONS 
1. STANDARD FIRE POLICY 


If a statutory policy is being adopted, be sure that the following is included: 
“The standard policy provided herein need not be used in effecting reinsurance 
between insurers, nor for motor vehicle, inland or ocean marine insurance, nor 
for insurance on growing crops.” 


2. RATING BUREAUS 


Rating bureaus should have the same standing as companies, as interested 
parties, with the right to appear and appeal in connection with orders from the 
insurance department. In this connection it may be urged that the companies 
themselves have the right, and the bureau does not need the right. 

We have just had a startling example of the fallacy of this argument. 

In Georgia the insurance commissioner, without any hearing and after he had 
approved rates, or permitted them to become effective by the “deemer” clause, 
and after the revised rates had been sent out to agents, overnight ordered a 
suspension of the effective date of the new rates. 
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practical impossibility to get hold of over 200 companies and get au- 


sa abe ; . ’ . F 
stsation from them to start an injunction action (which was the only effec- 
th 


‘wa relief available). ‘The injunction action was instituted by the rating bureau. 
on presently faced with the objection that it has no standing. 


3. TAXES 


Be sure that taxes are imposed by kind of insurance written and not by kind 
ompany doing the writing. Appropriate provisions should be made for de- 
és ation by the commissioner, after hearing, of percentage of combination 
nae premium to be attributed to a particular kind of insurance. For ex- 
bo the portion of combination coverage which should be attributable to fire 
for fire department tax purposes. 


4. EXPEDITING APPEALS 


advices in our letter of December 11, 1957, to Robert D. Williams. 
Follow J. RAYMOND BERRY. 


MENDES & MOUNT, 
New York, N.Y., May 5, 1958. 
Re nuclear incident exclusion clauses our file 107,862. 


Mr. J. RAYMOND Berry, 
National Board of Fire Underwriters, 
New York, N.Y. 

Deak Mr. Berry: I have just heard from Mr. Lynch concerning his first 
meeting with the atomic energy subcommittee in London and they are still 
somewhat concerned with respect to the wording of the “Interpretive clauses.” 

Accordingly, in order to elaborate on their reasoning, the subcommittee had 
Michael J. Rogers prepare a memorandum setting forth their views and Mr. 
Lynch advises that the subcommittee have requested that we forward a copy 
of Mr. Rogers’ latest memorandum to you and they would greatly appreciate 
it if you and the National Board of Fire Underwriters’ Subcommittee on Laws 
would study the points that Rogers makes and comment thereon. 

We wish to reiterate that the subcommittee’s comments as reflected in the 
enclosed memorandum prepared by Mr. Rogers are offered not in any sense of 
criticism, but rather in a sincere effort to be as cooperative as possible with 
the problem of wording with which we are all so deeply concerned. 

‘As soon as you and the subcommittee on laws have had an opportunity to 
réview the enclosed memorandum, we -would appreciate your forwarding what- 
ever comments you may care to make. 

Thank you for your cooperation. 

Very truly yours, 
JOHN A. CURLEY. 


P.8.—While the enclosed memorandum is captioned “Inland Marine insurance 
policies,” I understand it was intendeé to reflect the subcommittee’s view not 
only on the IMIB clauses but also on the NBFU “interpretive clause.” 


NUCLEAR INCIDENCE EXcLUSION CLAUSE INLAND MARINE INSURANCE POLICIES 


The following clause has been adopted by the Inland Marine Underwriters’ 
Association for use where the risk of fire is included, e.g., all risks policy forms: 

“This company shall not be liable for loss by nuclear reaction or nuclear 
radiation or radioactive contamination, all whether controlled or uncontrolled, 
and whether such loss be direct or indirect, proximate or remote, or be in whole 
or in part caused by, contributed to, or aggravated by the peril(s) insured 
against in this policy; however, subject to the foregoing and all provisions of 
this policy, direct loss by ‘fire’ resulting from nuclear reaction or nuclear 
radiation or radioactive contamination is insured against by this policy.” 

By way of introduction, I would refer to the opinion of Mr. Montague Berry- 
man, Q.C., who said in answer to the question, “Whether, if radioactive sub- 
stances escape from a reactor consequent on an insured peril, e.g., fire or 
explosion, such contamination results proximately from the fire or explosion” : 

“I am clearly of opinion that if it were held that buildings in the vicinity 
of a reactor which were contaminated by the escape of radioactive substances 
had suffered ‘damage’ within the meaning of a fire policy the courts would 
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unhesitatingly hold that such ‘damage’ was the direct and proximate result of the 
fire.” 

Mr. Berryman had been asked to confine his opinion to damage to property jn 
the vicinity of a reactor, and in answer to an earlier question, “Are the courts 
likely to hold that contamination of buildings near or adjacent to a reactor is 
‘damage’ to property within the meaning of a fire policy?’ he replied: 7 

“I find it impossible to advise that insurers would be wise to place any 
strong reliance on the view that the courts would hold otherwise than that 
contamination of a building did as a matter of fact amount to damage to 
property within the meaning of a fire policy.” 

In my view it is immaterial that the concluding phrase in the clause under 
discussion is “direct by fire” whereas Mr. Berryman was considering the phrage 
“loss or damage by fire.” However, the clause goes further than this, It 
reassumes liability for “direct loss by ‘fire’ resulting from nuclear reaction * ¢ ¢» 
and thus the reassumption of liability is in my view specifically and inescapably 
linked to a loss resulting from nuclear fire, e.g., radioactive contamination, ~ 

I note from Mr. Clay Johnson’s letter of January 31 that the intention jg 
that the last four lines should “reinstate the coverage of ensuing fire” ie 
which I believe he means a fresh fire (in the popular sense of flames) breaking 
out at the insured premises. But the last four lines say nothing about ensuing 
fire and I do not believe that they carry his committee’s intention into effect 
He is, of course, referring to the so-called interpretive clause prepared by the 
National Board of Fire Underwriters, but as the IMUA have borrowed this yery 
phrase word for word from Mr. Clay Johnson’s clause exactly the same point 
seems to me to arise on both clauses. 

The reasoning I have applied in arriving at this view is as follows: 

(a) The clause in its essentials provides that the company shall not pe 
liable for loss by nuclear reaction caused by any of the insured perils (j¢. 
caused by fire or by any of the other insured perils) ; but direct loss by fire 
resulting from nuclear reaction is covered. 

(6) This is the same thing as saying that the company shall not be liable 
for loss by nuclear reaction except direct loss by fire resulting from nuclear 
reaction. 

(c) Radioactive contamination (where some sort of nuclear fire has 
occurred) is direct loss by fire resulting from nuclear reaction. 

(d) Therefore, although radioactive contamination where the nuclear 
incident did not involve fire is excluded by the earlier part of the clause, 
and this exclusion is not affected by the latter part of the clause, radioactive 
contamination where the nuclear incident did involve fire is covered by 
reason of the reassumption of liability in the latter part of the clause, In 
short, the reassumption reassumes too much. 

It may be objected that I have made no reference to the other phrases in 
the clause “* * * nuclear radiation or radioactive contamination,” and that 
an exclusion of “‘radioactive contamination” cannot be affected by a subsequent 
reassumption of liability for “direct loss by fire caused by nuclear reaction.” 
My answer is that all three phrases (nuclear reaction, nuclear radiation and 
radioactive contamination) overlap to such an extent that in my view it would 
be quite unsafe to assume that a reference to any one of them (i.e. nuclear reac- 
tion) excludes the other two. “Nuclear radiation” and “radioactive contamina- 
tion” seem to me to be broadly similar or even identical in meaning, but “nuclear 
reaction” is a more eomprehensive phrase which includes them both. However 
this may be, it is not the intention of the draftsman but the expressed intention 
of the draftsman which matters, and lack of clarity in expressing intention is 
surely no recommendation for a vital exclusion clause in an insurance policy. 

I have referred in several places to Mr. Berryman’s opinion, but I do feel it is 
important that the impression should not be gained that what is said above about 
“direct loss by fire” (or “loss or damage by fire”) is based on some narrow legal 
ground or on the view of one solitary Queen’s counsel, however eminent he may be. 
Rather would I say that it is based on what appears to be the universal opinion 
of insurers on both sides of the Atlantic. If insurers do not fear that “direct 
loss by fire” (which is the phrase used in the insuring clause in the 1943 New 
York standard fire policy), or “loss or damage by fire,’ would, or might, be held 
by the courts to include radioactive contamination flowing from a nuclear fire, 
why are they so anxious to put a radioactive contamination exclusion clause 
into their fire policies?. To my mind there is nothing which they should find 
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startling or even novel in Mr. Berryman’s opinion seeing that basically all he 
pas done is to agree with them. 

Finally, it is very necessary to say that I have attempted to construe the 
clause quite apart from any question of American law or practice, and simply 
and solely from the point of view of the words used. I need hardly add, there- 
fore, that all I have said above is subject to the opinion of Messrs. Mendes & 
Mount. 


Mi JR: 
April 25, 1958. 


ANALYSIS OF ADDRESS BY DONALD P. McHuGH GIVEN BEFORE THE AMERICAN 
MANAGEMENT ASSOCIATION, MAy 6, 1958 


This analysis will be directed not to the philosophy of the speaker, but to the 
ific business activities referred to by the speaker as within the contemplated 
scope of the Senate committee investigation. 


(1) Rates (p. 5) 

“Rates are the very heart of the competitive problem, and one of the first 
inquiries of the subcommittee will be to examine all phases of the ratemaking 
process to determine the effectiveness of the State regulatory scheme.” 


(2) Deemer clause (p. 5) 

“Tf affirmative action by the States was contemplated, the practice under 
which rates are deemed approved unless disapproved within a specified time 
should be carefully scrutinized.” 


(3) Compulsory uniformity (pp. 5-6) 

“Proposals have already been advanced for an amendment to the McCarran 
Act by expressly extending the Federal antitrust laws to those cases where 
compulsion in various forms is employed to prevent rate competition.” 

(4) “Excessive, inadequate, or unfairly discriminatory” (p. 6) 

(a) Meaning of the above in practical administration. 

(b) Are different meanings applied in different States? 

(c) If so, any adverse consequences to commerce in insurance among the 
several States. 

(d) Who has the burden of proof, the filing company or the commissioner who 
disapproves ? 

(5) Profit (p. 6) 

(a) When a commissioner uses a formula for testing rates, which formula 
differs from the rating bureau’s formula, and allows a smaller percentage of 
underwriting profit, contingencies, and company expenses than is generally 
allowed, is this ratemaking by the commissioner? 

(ob) “Have the States been exercising their proper responsibility in the fire 
insurance rate field so as to promote the greatest good for the insurance buying 
public?” 


(6) Investment income and rates (p. 6) 


“The subcommittee may at the same time wish to consider the reasons income 
from investments is not taken into account in the making of fire insurance rates. 
Before cooperative ratemaking under State supervision was authorized, com- 
petition was the brake upon the level of profits, including investment profits as 
well as underwriting profits. With the grant of monopolistic power to rate 
bureaus to fix rates in concert, the reasons for excluding investment income in 
ratemaking should be reexamined.” 


(7) Deviations and independent filing (pp. 6-7) 

“* * * many companies have found the path of an independent or deviationist 
fraught with difficulties. Charges have been made that the rating bureaus, with 
the help of the dominant companies, have attempted to control the industry by 
throwing roadblocks in the way of competition.” 

(8) Alleged indication of efforts to discourage independence (p. 7) 


(a) Cullen v. Bohlinger (N.Y. 1953). 
(b) Merchants Fire Insurance case (Indiana 1954). 
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(c) In re Matter of Independent Filing of Fire Rates by Allstate Insurance 
Co. (N.Y. 1955). 

(d) “There have been numerous instances where companies attempting to act 
independently by offering lower prices have been hampered. The North Amer. 
ican companies alone have been involved in nearly 100 administrative hearings 
and court proceedings. How many other companies would have made inde- 
pendent filings or deviated below bureau rates if they had had the resources to 
engage in the litigation such action entails?” 

(e) “* * * whether deviating companies have needlessly been hindered by 
State regulations requiring deviated rate filings to be renewed each year with 
the attendant danger of concerted bureau opposition. Clearly the question is 
raised in such cases whether rate bureaus are exercising the force of economic 
power to prevent competitive pricing.” 


(9) Legislative battles on independence (p. 8) 


(a) New York: Rating bureau bill. 
(b) Mississippi: Automobile rates legislation. 
(c) Kentucky: Bills alleged to force companies into fire and casualty bureaus. 


(10) Rating bureau Operation (p. 8) 


The speaker concedes to rating bureaus, “the necessary statistical functions 
of the bureaus in the pooling of loss experience,” but as to wider authority of 
the bureaus the investigations will seek to learn— 

(a) “* * * How this authority is exercised and whether or not democratic 
processes are followed in permitting the free expression of all views and 
opinions.” 

(b>) “In what manner do the States audit or review the activities of the rat- 
ing bureaus?” 

(c) “What type of data is required to support rate filings and what kind of 
examination is made of submitted data?” 

(d) “Where judgment factors are a major consideration in particular rates, 
what methods are used by the States to test the validity of such judgment?” 

(e) “Within the bureau itself, are sanctions imposed either directly or in- 
directly upon companies opposing the prevailing view ?” 

(f) “The subcommittee will analyze the justification for permitting competi- 
tors, through their rate bureaus, to engage in cooperative activities over and 
above those relating to the scientific function of pooling loss experience data. 
When private groups are jointly entrusted with power affecting the financial 
welfare of vast numbers of people, Congress has a right to expect this power 
will be exercised in the public interest.” 


(11) Aviation, ocean marine, reinsurance, accident and health, life (p. 8) 
(a) Does the failure to regulate rates of any of the above constitute a defect 
in the scheme of State regulation? 
(b) How are rates made in these fields which are not subject to rate regu- 
lation? 


(12) Licensing statutes (p. 9) 


(a) Do licensing statutes unduly discourage the licensing of new insurance 
carriers and thus restrict or reduce competition? 

(b) Do domestic insurers pressure insurance departments to keep out foreign 
insurers? 

In this connection the subcommittee “will seek to ascertain the type, the 
number, and the size of insurance companies, both foreign and domestic, which 
have been licensed to operate by the various States. Where applications have 
been denied or not acted upon the subcommittee will try to learn the reasons.” 


(13) Concentration in the insurance business (p. 9) 


The subcommittee will first seek to determine— 

(a) The extent and significance of mergers in the insurance field; 

(b) The consideration given by respective States to such mergers; 

(c) The impact of multiple line writing, weighing up the economy achieved 
by having a single insurer write a combination of risks in one policy as. against 
the impact of this on the ability of small insurance companies to survive; 

(ad) The impact of increased capital and surplus requirements for writing 
multiple line coverage on smaller companies and the tendency of this to force 
mergers. 
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(14) B,Jectiveness of State regulation (p. 10) 
(a) What action has been taken by the States to insure the provisions of the 
ed Model Unfair Trade Practices Act for Insurance? 
(b) How are complaints processed and what investigative machinery do they 
? 


*e) How is the regulatory structure applied to mail-order insurance? 


(4) How can States effectively regulate insurance company activities where 
ided or interlocking corporations can be switched from State to State if 
simultaneous audit and examination in all such States are not possible? (In- 
land-Hmpire case). 
(15) Life insurance (p. 10) 

In substance, this raises all of the questions of economic power raised in the 
TNEC investigation. . 

J suggest as a first order of business that the interim subcommittee of the 
laws committee take each of the above topics, develop all of the facts, put the 
worst possible construction on those facts, and then consider ways and means 
of meeting that worst possible construction. 

If time permits, I suggest that a second order of business be the clearing 
away of some of the mistaken philosophy which runs through the McHugh 


h. 

(1) On page 1 he refers to a congressional duty “to see that the private in- 
surance industry promotes a dynamic free enterprise economy by providing 
maximum benefits at the lowest cost.” 

(2) McHugh refers in more than one place in his address to “monopolistic 
power to rating bureaus to fix rates in concert” (p. 6, next to last paragraph). 
To the same effect on page 8, last paragraph. 


Report oF STANDARD Poticy Stupy COMMITTEE ON APPLICATION OF THE STATU- 
TORY FIRE PoLicy TO MULTIPLE PERIL CONTRACTS 


This report and the recommendations contained herein are based upon the 
committee’s understanding that its study was to be limited to the problem of 
the statutory fire policy in relation to multiple peril contracts. 

Because of the limitation in the scope of the committee’s work, no study 
has been made to ascertain whether these advantages could be secured through 
other means in the absence of the statutory fire policy. 


I. STATUS OF STATUTORY FIRE POLICY 


(a) Statutory fire policy 


The required language of the policy is stated in the statutes of 28 jurisdic 
tions ; 


Alaska New Jersey 
Arizona New Mexico 
California New York 
Connecticut North Carolina 
Hawaii North Dakota 
Idaho Oklahoma 
Iowa Oregon 
Louisiana Pennsylvania 
Maine Rhode Island 
Massachusetts South Dakota 
Michigan Virginia 
Minnesota West Virginia 
Nebraska Wisconsin 
Nevada Wyoming 


(b) Standard fire policy 


The form of the fire policy is prescribed by the insurance commissioner of 
the State in accordance with statutory authorization in four States: 


Georgia South Carolina 
Illinois Washington 


47932—60—pt. 7——-29 
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The insurance commissioner is empowered by statute to approve policy forms 
but has not approved the standard fire policy as the one form of fire Policy jn 
two States: 


New Hampshire Texas 


(c) Absence of requirement of statutory or standard policy 


There is no requirement applicable to the form of the fire policy in 16 

The standard fire policy is used in these States by virtue of bureau agreement. 

Inland marine and automobile policies, including the peril of fire, either by 
specific reference or by inclusion in so-called all-loss or comprehensive covera e 
are not held to be subject to the requirements of the statutory policy, either by 
specific statutory exemption or by interpretation. 

Inland marine and automobile policies have been written for years on ap 
all-loss or comprehensive basis without the complications now present in the 
writing of multiple peril policies covering commercial or residence properties, 

Requirement of use of the statutory fire policy for the writing of fire insur. 
ance neither prohibits nor prevents the endorsement of that policy either— 

(1) To enlarge the scope of the fire coverage, or 

(2) To add additional specific coverages by endorsement of the Policy, or 

(3) To provide multiple peril contracts, including fire coverage on a cop. 
posite rate basis. 


States, 


II. ADVANTAGES OF STATUTORY FIRE POLICY 


There are manifest advantages in the statutory fire policy for the writing go 
fire insurance alone. The following are the principal advantages: 

(a) A reasonable and proper minimum of coverage is established and required, 

(b) Identity of coverage, though not of limit of insurance, is automatically 
afforded by all insurers on the same risk. 

(c) The protection of mortgagees is fixed and certain. Use of the Policy 
avoids all administrative problems for mortgagees, 

(d) There are no administrative problems in insurance departments. 

(e) Litigation as to the meaning of the language is minimized. 


III, DISADVANTAGES OF THE STATUTORY FIRE POLICY IN ITS APPLICATION TO MULTIPLE 
PERIL CONTRACTS, INCLUDING FIRE, SUCH AS THE HOMEOWNERS POLICY 


(a) The statutory fire policy is a barrier to a simple and clear statement of 
multiple peril contracts. 

Examples of the complications in the homeowners policies arising from the 
required use of the statutory fire policies are stated below. In each of the 
examples from 1 through 6 the policy which the insured now receives contains 
two different statements—the denial or qualification of coverage of the statutory 
fire policy, and the other, the grant of coverage of the endorsement. It would 
be far better in such a policy to eliminate such denials or qualifications and 
conflicting grants of coverage and substitute in each instance a simple statement 
of the coverage afforded. 

1. Exclusions of money and securities.—The statutory fire policy reads, “This 
policy shall not cover * * * money or securities; * * *” Under the home 
owners policy, coverage is afforded by the policy for money and securities subject 
to a limit. 

2. Exclusion of loss by theft—The statutory fire policy contains provision 
reading, “Nor shall this company be liable for loss by theft.” Under the home 
owners policy, coverage is afforded with respect to loss by theft. 

3. Suspension during vacancy.—The statutory fire policy contains a condition 
reading, “Unless otherwise provided in writing added hereto, this company shall 
not be liable for loss occurring * * * (b) while a described building, intended 
for occupancy by owner or tenant, is vacant or unoccupied beyond a period of 
60 consecutive days; * * *” Under the homeowners policy, this condition is 
eliminated. 

4. Exclusion of loss from explosion or riot.—The statutory fire policy contains 
a condition reading, “Unless otherwise provided in writing added hereto, this 
company shall not be liable for loss occurring * * * (c) as a result of explosion 
or riot, unless a fire ensue, and in that event for loss by fire only.’ Under the 
homeowners policy, this condition is eliminated. 
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5. Actual cash value.—The statutory fire policy reads in part, “* * * does 
insure the insured * * * to the extent of the actual cash value of the property 
at the time of loss.” Under the homeowners policy, coverage is provided on a 
replacement basis. . 

§. Pro rata liability—tThe statutory fire policy contains a provision reading, 
“This company shall not be liable for a greater proportion of any loss than the 
amount hereby insured shall bear to the whole insurance covering the property 
insured against the peril involved, whether collectible or not.” The home- 
owners policy provides that the theft part of the coverage shall apply upon an 
excess basis. 

All of the complications stated in examples 1 through 6 could be avoided if 
there were modification of requirement of use of the statutory fire policy in 
connection with multiple peril policies. 

7. War exclusion.—The statutory fire policy contains a shorter and less em- 
pracive exclusion than does the exclusion in use generally on other physical 
damage coverages. It is not believed that any effort should be made to increase 
the scope of the exclusion in the statutory fire policy. . 

8. Cancellation condition.—There are some differences between the cancella- 
tion condition of the statutory fire policy and the cancellation condition which 
is a part of the standard provisions for liability policies. The differences are as 
follows : 


ee — oO| M3] = 











| Statutory—Fire | Standard provisions—Liability 
} Cancellation by in- | (a) ‘lhis policy shall be canceled at | (a) ‘‘This policy may be canceled by 
sured. any time at the request of the in- the insured,” 
sured.” 
(b) ‘In which case this company shall. ! (4) No such provision. The insured 
| upon demand and surren@ér of this is not required to give up his policy. 


: ve ” 
puucy. 
2. Cancellation by com- “This poli¢¥ may be canceled at any | “This policy may be canceled by the 


pany. time by this company, by giving to company by mailing to the named 
the insured a 5 days’ written notice insured at the address shown in this 
of cancellation.’’ policy written notice stating when, 


not less than 10 days thereafter, such 
cancellation shall be effective.”’ 
“Notice of cancellation shall state that | No such provision. 
said excess premium (if not 
tendered) will be refunded on 
demand.”’ 





There should be no requirement in any multiple peril policy which includes 
liability insurance that the insured shall surrender his policy to the company 
in the event of his cancellation of the policy. It would be preferable in any 
multiple peril policy not to require that the insured surrender his policy in the 
event of cancellation. 

The statutory policy provides that the insured may request cancellation with 
right of cancellation vested in the company. The standard provisions liability 
policy gives the insured a right to cancel himself. It would not seem that this 
difference is significant. 

The statutory fire policy cancellation condition involves proof that the insured 
received notice of cancellation. The cancellation condition of the standard 
provisions liability policy requires only that there be proof of mailing of the 
notice of cancellation. 

It is necessary that there be but a single cancellation condition of the policy 
as a whole. It would seem that the two conditions are close enough in their 
meaning so that no violence would be done to the statutory fire policy requirement 
if it were provided that in a multiple peril policy the cancellation condition 
should be the standard provisions liability form. 


(b) The statutory fire policy is a barrier to a simple and efficient declarations 
page for multiple peril contracts 

In order to have the simplest policy declarations page for multiple peril con- 
tracts, it is necessary that the insuring agreements be separate from the elements 
of the contract requiring statement of limits of insurance, limits of liability, 
and premiums. Additionally, it should be permissible to arrange the declarations 
page to avoid unnecessary duplication of typing and to have all of the typing 
brought together. 
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IV. RECOMMENDATIONS 


The study committee recommends: 

(1) That statutes specifying and governing the use of the Statutory fire 
policy be amended to permit the insurance commissioner to approve multiple 
peril policies, including fire, without necessity of literal compliance with the 
requirements of the statutory fire policy, provided : 

(a) The coverage with respect to fire shall not be less than that provided 
by the statutory fire policy ; 

(b) The multiple peril policy shall contain the entire policy so that no 
cross reference is necessary to the statutory fire policy or to any other 
policy. 

(c) The provisions in relation to the mortgagee interest in the statutory 
fire policy are incorporated without change in the multiple peril policy, 

(d) The standard provisions liability cancellation condition may be used 
and regarded as the equivalent of the statutory fire policy cancellation 
condition. 

(2) That the advantages of the statutory fire policy in establishing a minj- 
mum of fire insurance coverage be preserved; and that the other advantages 
be preserved so far as it is possible and practical to do so. 

(3) That multiple peril policies be not incorporated in statutes. 

(4) That multiple peril policies for the purpose of this legislation be deemed 
to include only those policies which include fire, with or without specifie refer. 
ence thereto, and one or more additional perils. Such additional perils may 
be those now included in extended coverage or additional extended coverage or 
other additional perils or hazards. 

(5) That flexibility in arrangement of the several parts of the policy be 
authorized. 

(6) That the national board, in cooperation with other organizations, prepare 
standard provisions for insuring agreements, exclusions, conditions, and decla- 
rations. 

(7) That statutes specifying and governing the use of the statutory fire 
policy be not held to apply to automobile physical damage policies or to inland 
marine policies and that, if and when necessary, such statutes be so amended 
as not to apply to such policies. 

HvucH HaArsison, Chairman. 
HALE ANDERSON, Jr. 

ARNE BROGGER, 

JOHN C. GRAHAM. 

RALPH W. LESTER. 
WILLIAM H. Trizov. 


Report OF STANDARD PoLicy StupDy COMMITTEE ON APPLICATION OF THE STATUTORY 
FRE PoLIcy TO MULTIPLE PERIL CONTRACTS 
May 7, 1958. 
This report and the recommendations contained herein are based upon the 
eommittee’s understanding that its study was to be limited to the problem of 
the statutory fire policy in relation to multiple peril contracts. 
Because of the limitation in the scope of the committee’s work, no study has 
been made to ascertain whether these advantages could be secured through other 
means in the absence of the statutory fire policy. 


I. STATUS OF STATUTORY FIRE POLICY 


(a) Statutory fire policy 
The required language of the policy is stated in the statutes of 28 jurisdictions. 


Alaska Oklahoma Oregon 
Arizona Michigan Pennsylvania 
California Minnesota Rhode Island 
Connecticut Nebraska South Dakota 
Hawaii Nevada Virginia 
Idaho New Jersey West Virginia 
Iowa New Mexico Wisconsin 
Louisiana New York Wyoming 
Maine North Carolina 


Massachusetts North Dakota 
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(b) Standard fire policy 


The form of the fire policy is prescribed by the insurance commissioner of the 
State in accordance with statutory authorization in 4 States: 


Georgia South Carolina 
Illinois Washington 


The insurance commissioner is empowered by statute to approve policy forms 
but has not approved the standard fire policy as the one form of fire policy in 2 
States : 


New Hampshire Texas 


(ce) Absence of requirement of statutory or standard policy 


There is no requirement applicable to the form of the fire policy in 19 States. 

The standard fire policy is used in these States by virtue of bureau agreement. 

Inland marine and automobile policies, including the peril of fire, either by 
specific reference or by inclusion in so-called all-loss or comprehensive coverage, 
are not held to be subject to the requirements of the statutory policy, either by 
specific statutory exemption or by interpretation. 

Inland marine and automobile policies have been written for years on an all- 
loss or comprehensive basis without the complications now present in the writing 
of multiple peril policies covering commercial or residence properties. 

Requirement of use of the statutory fire policy for the writing of fire insur- 
ance neither prohibits nor prevents the endorsement of that policy either— 

(1) to enlarge the scope of the fire coverage, or 

(2) to add additional specific coverages by endorsement of the policy, or 

(3) to provide multiple peril contracts, including fire coverage on a com- 
posite rate basis. 


Il, ADVANTAGES OF STATUTORY FIRE POLICY 


There are manifest advantages in the statutory fire policy for the writing of 
fire insurance alone. 

The following are the principal advantages: 

(a) Areasonable and proper minimum of coverage is established and required. 

(b) Identity of coverage, though not of limit of insurance, is automatically 
afforded by all insurers on the same risk. 

(c) The protection of mortgagees is fixed and certain. Use of the policy 
avoids all administrative problems for mortgagees. 

(d) There are no admnistrative problems in insurance departments. 

(e) Litigation as to the meaning of the language is minimized. 


III, DISADVANTAGES OF THE STATUTORY FIRE POLICY IN ITS APPLICATION TO MULTIPLE 
PERIL CONTRACTS, INCLUDING FIRE, SUCH AS THE HOMEOWNERS POLICY 


(a) The statutory fire policy is a barrier to a simple and clear statement of 
multiple peril contracts 


Examples of the complications in the homeowners policies arising from the 
required use of the statutory fire policies are stated below. In each of the 
examples from 1 through 6 the policy which the insured now receives contains 
two different statements—the denial or qualification of coverage of the statu- 
tory fire policy, and the other, the grant of coverage of the endorsement. It 
would be far better in such a policy to eliminate such denials or qualifications 
and conflicting grants of coverage and substitute in each instance a simple state- 
ment of the coverage afforded. 

1. Exclusion of money and securities——The statutory fire policy reads, “This 
policy shall not cover * * * money orsecurities; * * *.” Under the homeowners 
ner coverage is afforded by the policy for money and securities subject to a 

i 





2. Haclusion of loss by theft—The statutory fire policy contains provision 
reading, “Nor shall this company be liable for loss by theft.” Under the home- 
owners policy, coverage is afforded with respect to loss by theft. 

3. Suspension during vacancy.—The statutory fire policy contains a condition 
reading, “Unless otherwise provided in writing added hereto, this company shall 
not be liable for loss occurring * * * (b) while a described building, intended 
for occupancy by owner or tenant, is vacant or unoccupied beyond a period of 
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60 consecutive days; * * *.” 
eliminated. 

4. Exclusion of loss from explosion or riot.—The statutory fire policy containg 
a condition reading, “Unless otherwise provided in writing added hereto this 
company shall not be liable for loss occurring * * * (¢c) as a result of explosion 
or riot, unless a fire ensue, and in that event for loss by fire only.” Under the 
homeowners policy, this condition is eliminated. 

5. Actual cash value.—The statutory fire policy reads in part, “* * * does ip. 
sure the insured * * * to the extent of the actual cash value of the property 
at the time of loss.” Under the homeowners policy, coverage is provided on a 
replacement basis. 

6. Pro rata liability—The statutory fire policy contains a provision reading 
“This company shall not be liable for a greater proportion of any loss than the 
amount hereby insured shall bear to the whole insurance covering the property 
insured against the peril involved, whether collectible or not.” The homeowners 
policy provides that the theft part of the coverage shall apply upon an excess 
basis. All of the complications stated in examples 1 through 6 could be avoided 
if there were modification of requirement of use of the statutory fire policy in 
connection with multiple peril policies. 

7. War exclusion.—The statutory fire policy contains a shorter and less em- 
bracive exclusion than does the exclusion in use generally on other physical 
damage coverages. It is not believed that any effort should be made to increase 
the scope of the exclusion in the statutory fire policy. 

8. Cancellation condition.—There are some differences between the concella- 
tion condition of the statutory fire policy and the cancellation condition which 
is a part of the standard provisions for liability policies. The differences are ag 
follows: 


Under the homeowners policy, this condition is 


1. Cancellation by in- 
sured. 


Statutory—Fire 


(a) **This policy shall be canceled at 
any time at the request of the in- 


Standard provisions—Liability 





(a) “This policy may be canceled by 
the insured.” 





sured.”’ 

(b) “In which case this company shall, 
upon demand and surrender of this 
policy.’’ 

“This policy may be canceled at any 
time by this company, by giving to 
the insured a 5 days’ written notice 
of cancellation.”’ 


(5) No such provision. The insured 
is not required to give up his policy, 


2. Cancellation by com- 


“This policy may be canceled by the 
pany. 


company by mailing to the named 
insured at the address shown in this 
policy written notice stating when, 
not less than 10 days thereafter, such 
cancellation shall be effective.” 
‘«Notice of cancellation shall state that | No such provision. 
said excess premium (if not 

tendered) will be refunded on 

demand.” 





There should be no requirement in-any multiple-peril policy which includes 
liability insurance that the insured shall surrender his policy to the company in 
the event of his cancellation of the policy. It would be preferable in any multi- 
ple-peril policy not to require that the insured surrender his policy in the event of 
cancellation. 

The statutory policy provides that the insured may request cancellation with 
right of cancellation vested in the company. The standard provisions liability 
policy gives the insured a right to cancel himself. It would not seem that this 
difference is significant. 

The statutory fire policy cancellation condition involves proof that the insured 
received notice of cancellation. The cancellation condition of the standard pro- 
visions liability policy requires only that there be proof of mailing of the notice 
of cancellation. 

It is necessary that there be but a single cancellation condition of the policy 
as a whole. It would seem that the two conditions are close enough in their 
meaning s that no violence would be done to the statutory fire policy require- 
ment if it were provided that in a multiple-peril policy the cancellation condition 
should be the standard provisions liability form. 

_ (b) The statutory fire policy is a barrier to a simple and efficient declarations 
page for multiple-peril contracts. 
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In order to have the simplest policy declarations page for multiple-peril con- 
tracts, it is necessary that the insuring agreements be separate from the ele- 
ments of the contract requiring statement of limits of insurance, limits of liabil- 
ity, and premiums. Additionally, it should be permissible to arrange the declara- 
tions page to avoid unnecessary duplication of typing and to have all of the 
typing brought together. 

IV. RECOMMENDATIONS 


The study committee recommends: 

(1) That statutes specifying and governing the use of the statutory fire policy 
pe amended to permit the insurance commissioner to approve multiple-peril 
policies, including fire, without necessity of literal compliance with the require- 
ments of the statutory fire policy, provided : 

(a) The coverage with respect to fire shall not be less than that provided 
by the statutory fire policy ; 

(b) The multiple-peril policy shall contain the entire policy so that no 
cross reference is necessary to the statutory fire policy or to any other policy; 

(c) The provisions in relation to the mortgagee interest in the statutory 
fire policy are incorporated without change in the multiple-peril policy ; 

(d) The standard provisions liability cancellation condition may be used 
and regarded as the equivalent of the statutory fire policy cancellation 
condition. 

(2) That the advantages of the statutory fire policy in establishing a minimum 
of fire insurance coverage be preserved; and that the other advantages be pre- 
served so far as it is possible and practical to do so. 

(3) That multiple-peril policies be not incorporated in statutes. 

(4) That multiple-peril policies for the purpose of this legislation be deemed 
to include only those policies which include fire, with or without specific reference 
thereto, and one or more additional perils. Such additional perils may be those 
now included in extended coverage or additional extended coverage or other 
additional perils or hazards. 

(5) That flexibility in arrangement of the several parts of the policy be au- 
thorized. 

(6) That the national board, in cooperation with other organizations, prepare 
standard provisions for insuring agreements, exclusions, conditions, and declara- 
tions. 

(7) That statutes specifying and governing the use of the statutory fire policy 
be not held to apply to automobile physical damage policies or to inland marine 
policies and that, if and when necessary, such statutes be so amended as not 
to apply to such policies. 

HALE ANDERSON, Jr. 

ARNE BroGcer, 

JOHN C. GRAHAM, 

RALPH W. LESTER, 

WILLIAM H. TrIBOvU, 

HvueGH HARRISON, 
Chairman. 


INTER-REGIONAL INSURANCE CONFERENCE, 
May 7, 1958. 
Re nuclear clause. 
Mr. B. M. HERMEs. 


Executive Manager, New England Fire Insurance Rating Association, Boston, 
Mass. 


Deak Mr. HerMes: Confirming our telephone conversation, in the event the 
Massachusetts Insurance Department raises a serious issue with you with respect 
to the phrase “direct loss by fire,” contained in the last portion of the recom- 
mended nuclear clause, I am informed by General Counsel Berry that the com- 
mittee on laws of the national board would be agreeable to the substitution for 
that phrase of the words “‘all loss by fire and lightning” which you informed me 
constitute the corresponding wording of the Massachusetts standard fire insur- 
ance policy. 

Yours very truly, 
R. M. BecKwirTH, Manager. 
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ReEporT OF STANDARD PoLicy StupY COMMITTEE ON APPLICATION OF THE STaruToR 
Fire PoLicy TO MULTIPLE-PERIL CONTRACTS , 


This report and the recommendations contained herein 
committee’s understanding that its study was to be limited t 
statutory fire policy in relation to multiple-peril contracts. 

Because of the limitation in the scope of the committee’s 
been made to ascertain whether these advantages could be 
means in the absence of the statutory fire policy. 


are based upon t 
0 the problem of = 


work, no study has 
secured through other 


I. STATUS OF STATUTORY FIRE POLICY 
(a) Statutory fire policy 
The required language of the policy is stated in the statutes of 28 Jurisdictions 


Alaska New Jersey 


Arizona New Mexico 
California New York 
Connecticut North Carolina 
Hawaii North Dakota 
Idaho Oklahoma 
Towa Oregon 
Louisiana Pennsylvania 
Maine Rhode Island 
Massachusetts South Dakota 
Michigan Virginia 
Minnesota West Virginia 
Nebraska Wisconsin 
Nevada 


Wyoming 
(b) Standard fire policy 


The form of the fire policy is prescribed by the insurance commissioner of the 
State in accordance with statutory authorization in four States. 


Georgia South Carolina 
Illinois Washington 


The insurance commissioner is empowered by statute to approve policy forms 


but has not approved the standard fire policy as the one form of fire policy in 
two States. 


New Hampshire Texas 


(c) Absence of requirement of statutory or standard policy 


There is no requirement applicable to the form of the fire policy in 16 States. 

The standard fire policy is used in these States by virtue of bureau agree 
ment. 

Inland marine and automobile policies, including the peril of fire, either 
by specific reference or by inclusion in so-called all-loss or comprehensive cover- 
age, are not held to be subject to the requirements of the statutory policy, either 
by specific statutory exemption or by interpretation. 

Inland marine and automobile policies have been written for years on an 
all-loss or comprehensive basis without the complications now present in the 
writing of multiple-peril policies covering commercial or residence properties. 

Requirement of use of the statutory fire policy for the writing of fire insur- 
ance neither prohibits nor prevents the endorsement of that policy either— 

(1) To enlarge the scope of the fire coverage ; 

(2) To add additional specific coverages by endorsement of the policy; or 

(3) To provide multiple-peril contracts, including fire coverage on a 
composite rate basis. 


Il. ADVANTAGES OF STATUTORY FIRE POLICY 


There are manifest advantages in the statutory fire policy for the writing of 
fire insurance alone. 

The following are the principal advantages : : 

(a) A reasonable and proper minimum of coverage is established and re 
quired. 
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(b) Identity of coverage, though not of limit of insurance, is automatically 
afforded by all insurers on the same risk. 

(ec) The protection of mortgagees is fixed and certain. Use of the policy 
avoids all administrative problems for mortgagees. 

(d) There are no administrative problems in insurance departments. 

(e) Litigation as to the meaning of the language is minimized. 


mi. DISADVANTAGES OF THE STATUTORY FIRE POLICY IN ITS APPLICATION TO 
MULTIPLE-PERIL CONTRACTS, INCLUDING FIRE, SUCH AS THE HOMEOWNERS 
POLICY 


(a) The statutory fire policy is a barrier to a simple and clear statement of 
multiple-peril contracts 

Examples of the complications in the homeowners’ policies arising from the 
required use of the statutory fire policies are stated below. In each of the ex- 
amples from one through six the policy which the insured now receives contains 
two different statements—the denial or qualification of coverage of the statutory 
fire policy, and the other, the grant of coverage of the endorsement. It would be 
far better in such a policy to eliminate such denials or qualifications and con- 
flicting grants of coverage and substitute in each instance a simple statement 
of the coverage afforded. 

1, Exclusions of money and securities ——The statutory fire policy reads, “This 
policy shall not cover * * * money or securities; * * *” Under the homeowners’ 
policy, coverage is afforded by the policy for money and securities subject to a 
limit. 

2. Exclusion of loss by theft—The statutory fire policy contains provision 
reading, ‘“Nor shall this company be liable for loss by theft.” Under the home- 
owners’ policy, coverage is afforded with respect to loss by theft. 

3. Suspension during vacancy.—The statutory fire policy contains a condition 
reading, “Unless otherwise provided in writing added hereto, this company shall 
not be liable for loss occurring * * * (b) while a described building, intended 
for occupancy by owner or tenant, is vacant or unoccupied beyond a period of 
60 consecutive days; * * *” Under the homeowners’ policy, this condition is 
eliminated. 

4. Exclusion of loss from explosion or riot.—The statutory fire policy contains 
a condition reading, “Unless otherwise provided in writing added hereto, this 
company shall not be liable for loss occurring * * * (c) as a result of explosion 
or riot, unless a fire ensue, and in that event for loss by fire only.’ Under the 
homeowners’ policy, this condition is eliminated. 

5. Actual cash value—The statutory fire policy reads in part, “* * * does 
insure the insured * * * to the extent of the actual cash value of the property 
at the time of loss.” Under the homeowners’ policy, coverage is provided on a 
replacement basis. 

6. Pro rata liability.—The statutory fire policy contains a provision reading, 
“This company shall not be liable for a greater proportion of any loss than the 
amount hereby insured shall bear to the whole insurance covering the property 
insured against the peril involved, whether collectible or not.” The homeowners’ 
policy provides that the theft part of the coverage shall apply upon an excess 
basis. 

All of the complications stated in examples one through six could be avoided 
if there were modification of requirement of use of the statutory fire policy in 
connection with multiple-peril policies. 

7. War exclusion.—The statutory fire policy contains a shorter and less em- 
bracive exclusion than does the exclusion in use generally on other physical 
damage coverages. It is not believed that any effort should be made to increase 
the scope of the exclusion in the statutory fire policy. 

8. Cancellation condition—There are some differences between the cancella- 
tion condition of the statutory fire policy and the cancellation condition which 
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is a part of the standard provisions for liability policies. 


follows: 
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Statutory—Fire 





Cancellation by in- 
sured. 


2. Cancellation by com- 
pany. 


(a) “*This policy shall be canceled at 
any time at the request of the in- 
sured.” 

(b) “In which case this company shall, 
upon demand and surrender of this 
policy.” 

“This policy may be eanceled at any 
time by this company, by giving to 
the insured a 5 days’ written notice 


The differences ate ag 


$$$ 
Standard provisions—Liability 
$$ 
(a) “This policy may be canceled by 
the insured.” 


(6) No such provision. The insured 
is not required to give up his policy 


“This policy may be canceled by the 
company by mailing to the named 


insured at the address shown in this 
policy written notice Stating when 
not less than 10 days thereafter, such 
cancellation shall be effective.” 

No such provision. 


of cancellation.’ 


**Notice of cancellation shall state that 
said excess premium (if not 
tendered) will be refunded on 
demand.’ 








There should be no requirement in any multiple peril policy which includes 
liability insurance that the insured shall surrender his policy to the company 
in the event of his cancellation of the policy. It would be preferable in any 
multiple peril policy not to require that the insured surrender his policy in the 
event of cancellation. 

The statutory policy provides that the insured may request cancellation 
with right of cancellation vested in the company. The standard provisions 
liability policy gives the insured a right to cancel himself. It would not seem 
that this difference is significant. 

The statutory fire policy cancellation condition involves proof that the in- 
sured received notice of cancellation. The cancellation condition of the standard 
provisions liability policy requires only that there be proof of mailing of the 
notice of cancellation. 

It is necessary that there be but a single cancellation condition of the policy 
as a whole. It would seem that the two conditions are close enough in their 
meaning so that no violence would be done to the statutory fire policy require- 
ment if it were provided that in a multiple peril policy the cancellation condi- 
tion should be the standard provisions liability form. 


(b) The statutory fire policy is a barrier to a simple and efficient declarations 
page for multiple peril contracts. 


In order to have the simplest policy declarations page for multiple peril con- 
tracts, it is necessary that the insuring agreements be separate from the ele 
ments of the contract requiring statement of limits of insurance, limits of liabil- 
ity,and premiums. Additionally, it should be permissible to arrange the declara- 
tions page to avoid unnecessary duplication of typing and to have all of the 
typing brought together. 


IV. RECOM MENDATIONS 


The study committee recommends: 

(1) That statutes specifying and governing the use of the statutory fire policy 
be amended to permit the insurance commissioner to approve multiple peril 
policies, including fire, without necessity of literal compliance with the require- 
ments of the statutory fire policy, provided : 

(a) The coverage with respect to fire shall not be less than that provided 
by the statutory fire policy ; 

(b) The multiple peril policy shall contain the entire policy so that no 
cross reference is necessary to the statutory fire policy or to any other 
policy. 

(c) The provisions in relation to the mortgagee interest in the statutory 
fire policy are incorporated without change in the multiple peril policy. 

(d@) The standard provisions liability cancellation condition may be 
used and regarded as the equivalent of the statutory fire policy cancellation 
condition. 
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of fir 
rese 
me 
(4 
to in 
ence 
thost 
othe’ 
(5 
auth 
(€ 
stan 
lara 
( 
ber 
poli 
toa 


ec 
th 


anne. 2. ie. 








THE INSURANCE INDUSTRY 4255 


(2) That the advantages of the statutory fire policy in establishing a minimum 
of fire insurance coverage be preserved; and that the other advantages be 
preserved so far as it is possible and practical to do so. 

(3) That multiple peril policies be not incorporated in statutes. 

(4) That multiple peril policies for the purpose of this legislation be deemed 
to include only those policies which include fire, with or without specific refer- 
ence thereto, and one or more additional perils. Such additional perils may be 
those now included in extended coverage or additional extended coverage or 
other additional perils or hazards. 

(5) That flexibility in arrangement of the several parts of the policy be 
authorized. 

(6) That the national board, in cooperation with other organizations, prepare 
standard provisions for insuring agreements, exclusions, conditions and dec- 
larations. 

(7) That statues specifying and governing the use of the statutory fire policy 
be not held to apply to automobile physical damage policies or to inland marine 
policies and that, if and when necessary, such statutes be so amended as not 
to apply to such policies. 

HuecuH Harsison, Chairman. 
HALE ANDERSON, Jr., 

ARNE BROGGER, 

JOHN C. GRAHAM, 

RALPH W. LESTER, 

WILLIAM H. Trizov. 


Report or STANDARD PoLicy StuDY COMMITTEE ON APPLICATION OF THE STATUTORY 
FIRE PoLicy TO MULTIPLE PERIL CONTRACTS 


This report and the recommendations contained herein are based upon the 
committee’s understanding that its study was to be limited to the problem of 
the statutory fire policy in relation to multiple peril contracts. 

Because of the limitation in the scope of the committee’s work, no study has 
been made to ascertain whether these advantages could be secured through 
other means in the absence of the statutory fire policy. 


I. STATUS OF STATUTORY FIRE POLICY 
(a) Statutory fire policy 
The required language of the policy is stated in the statutes of 28 jurisdictions. 


Alaska Michigan Oregon 
Arizona Minnesota Pennsylvania 
California Nebraska Rhode Island 
Connecticut Nevada South Dakota 
Hawaii New Jersey Virginia 
Idaho New Mexico West Virginia 
Iowa New York Wisconsin 
Louisiana North Carolina Wyoming 
Maine North Dakota 

Massachusetts Oklahoma 


(b) Standard fire policy 
The form of the fire policy is prescribed by the insurance commissioner of the 
State in accordance with statutory authorization in four States. 


Georgia South Carolina 
Illinois Washington 
The insurance commissioner is empowered by statute to approve policy forms 
but has not approved the standard fire policy as the one form of fire policy in 
two States. 
New Hampshire Texas 


(c) Absence of requirement of statutory or standard policy 
There is no requirement applicable to the form of the fire policy in 16 States. 
The standard fire policy is used in these States by virtue of bureau agreement. 
Inland marine and automobile policies, including the peril of fire, either by 
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specific reference or by inclusion in so-called all-loss or comprehensive coverage, 
are not held to be subject to the requirements of the statutory policy, either by 
specific statutory exemption or by interpretation. 

Inland marine and automobile policies have been written for years on an 
all-loss or comprehensive basis without the complications now present in the 
writing of multiple peril policies covering commercial or residence properties, 

Requirement of use of the statutory fire policy for the writing of fire insuranee 
neither prohibits nor prevents the endorsement of that policy either— 

(1) to enlarge the scope of the fire coverage, or 

(2) to add additional specific coverages by endorsement of the policy, or 

(3) to provide multiple peril contracts, including fire coverage on a com. 
posite rate basis. 


II. ADVANTAGES OF STATUTORY FIRE POLICY 


There are manifest advantages in the statutory fire policy for the writing of 
fire insurance alone. 

The following are the principal advantages: 

(a) A reasonable and proper minimum of coverage is established and required, 

(b) Identity of coverage, though not of limit of insurance, is automatically 
afforded by all insurers on the same risk. 

(c) The protection of mortgagees is fixed and certain. Use of the policy 
avoids all administrative problems for mortgagees. 

(d) There are no administrative problems in insurance departments. 

(e) Litigation as to the meaning of the language is minimized. 


III. DISADVANTAGES OF THE STATUTORY FIRE POLICY IN ITS APPLICATION TO MULTIPLE 
PERIL CONTRACTS, INCLUDING FIKE, SUCH AS THE HOMEOWNERS POLICY 


(a) The statutory fire policy is a barrier to a simple and clear statement of 
multiple peril contracts 


Examples of the complications in the homeowners policies arising from the 
required use of the statutory fire policies are stated below. In each of the 
examples from 1 through 6 the policy which the insured now receives contains 
two different statements—the denial or qualification of coverage of the statutory 
fire policy, and the other the grant of coverage of the endorsement. It would 
be far better in such a policy to eliminate such denials or qualifications and 
conflicting grants of coverage and substitute in each instance a simple statement 
of the coverage afforded. 

1. Exclusions of money and securities —The statutory fire policy reads, “This 
policy shall not cover * * * money or securities; * * *.” Under the homeown- 
ers policy, coverage is afforded by the policy for money and securities subject 
to a limit. 

2. Exclusion of loss by theft.—The statutory fire policy contains provision 
reading, ‘““Nor shall this company be liable for loss by theft.” Under the home 
owners policy, coverage is afforded with respect to loss by theft. 

3. Suspension during vacancy.—The statutory fire policy contains a condition 
reading, “Unless otherwise provided in writing added hereto, this company shall 
not be liable for loss occurring * * * (b) while a described building, intended 
for occupancy by owner or tenant, is vacant or unoccupied beyond a period of 
60 consecutive days; * * *.” Under the homeowners policy, this condition is 
eliminated. 

4. Exclusion of loss from explosion or riot.—The statutory fire policy contains 
a condition reading, “Unless otherwise provided in writing added hereto, this 
company shall not be liable for loss occurring * * * (c) as a result of explosion 
or riot, unless a fire ensue, and in that event for loss by fire only.” Under the 
homeowners policy, this condition is eliminated. 

5. Actual cash value.—The statutory fire policy reads in part, “* * * does 
insure the insured * * * to the extent of the actual cash value of the property 
at the time of loss.” Under the homeowners policy, coverage is provided on a 
replacement basis. 

6. Pro rata liability—The statutory fire policy contains a provision reading, 
“This company shall not be liable for a greater proportion of any loss than 
the amount hereby insured shall bear to the whole insurance covering the 
property insured against the peril involved, whether collectible or not.” The 


homeowners policy provides that the theft part of the coverage shall apply upon 
an excess basis. 
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All of the complications stated in examples 1 through 6 could be avoided if 
there were modification of requirement of use of the statutory fire policy in 
connection with multiple peril policies. : ' 

7. War exclusion.—The statutory fire policy contains a shorter and less em- 
pracive exclusion than does the exclusion in use generally on other physical 
damage coverages. It is not believed that any effort should be made to increase 
the scope of the exclusion in the statutory fire policy. 

§. Cancellation condition.—There are some differences between the cancella- 
tion condition of the statutory fire policy and the cancellation condition which 
js a part of the standard provisions for liability policies. The differences are as 


follows: 





——— 
—— 





Statutory—Fire Standard provisions—Liability 
eee et heats wr se ee Ot GP aeie 
1. Cancellation by in- | (a) ‘‘This policy shall be canceled at | (a) “This policy may be canceled by 
* “sured. any time at the request of the in- the insured.” 


sured.” 

(0) “in which case this company shall, | (6) No such provision. The tnsured 
upon demand and surrender of this is not required to give up his policy. 
policy” 

9. Cancellation by com- | “This policy may be canceled at any | “This policy may be canceled by the 


pany. time by this company, by giving to company by mailing to the named 
the insured a 5 days’ written notice insured at the address shown in this 
of cancellation.” policy written notice stating when, 


not less than 10 days thereafter, such 
cancellation shall be effective.” 
“Notice of cancellation shall state that | No such provision. 
said excess premium (if not 
tendered) will be refunded on 
demand.” 
{ 1 








There should be no requirement in any multiple-peril policy which includes 
liability insurance that the insured shall surrender his policy to the company 
in the event of his cancellation of the policy. It would be preferable in any 
multiple-peril policy not to require that the insured surrender his policy in the 
event of cancellation. 

The statutory policy provides that the insured may request cancellation with 
right of cancellation vested in the company. The standard provisions liability 
policy gives the insured a right to cancel himself. It would not seem that this 
difference is significant. 

The statutory fire policy cancellation condition involves proof that the insured 
received notice of cancellation. ‘The cancellation condition of the standard 
provisions liability policy requires only that there be proof of mailing of the 
notice of cancellation. 

It is necessary that there be but a single cancellation condition of the policy 
as a whole. It would seem that the two conditions are close enough in their 
meaning so that no violence would be done to the statutory fire policy require- 
ment if it were provided that in a multiple-peril policy the cancellation condition 
should be the standard provisions liability form. 


(b) The statutory fire policy is a barrier to a simple and efficient declarations 
page for multiple-peril contracts 


In order to have the simplest policy declarations page for multiple-peril 
contracts, it is necesary that the insuring agreements be separate from the 
elements of the contract requiring statement of limits of insurance, limits of 
liability, and premiums. Additionally, it should be permissible to arrange the 
declarations page to avoid unnecessary duplication of typing and to have all 
of the typing brought together. 


IV. RECOMMENDATIONS 


Thestudy committee recommends: 

(1) That statutes specifying and governing the use of the statutory fire policy 
be amended to permit the insurance commissioner to approve multiple-peril 
policies, including fire, without necessity of literal compliance with the require 
ments of the statutory fire policy, provided: 

(a) The coverage with respect to fire shall not be less than that provided 
by the statutory fire policy ; 
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(b) The multiple-peril policy shall contain the entire policy so that no 
cross reference is necessary to the statutory fire policy or to any other policy 

(c) The provisions in relation to the mortgagee interest in the statutory 
fire policy are incorporated without change in the multiple-peril policy, 

(d) The standard provisions liability cancellation condition may be used 
and regarded as the equivalent of the statutory fire policy cancellation 
condition. 

(2) That the advantages of the statutory fire policy in establishing a minimum 
of fire insurance coverage be preserved; and that the other advantages be 
preserved so far asit is possible and practical to do so. 

(3) That multiple-peril policies be not incorporated in statutes. 

(4) That multiple-peril policies for the purpose of this legislation be deemed 
to include only those policies which include fire, with or without specific 
reference thereto, and one or more additional perils. Such additional perijs 
may be those now included in extended coverage or additional extended coverage 
or other additional perils or hazards. 

(5) That flexibility in arrangement of the several parts of the policy pe 
authorized. 

(6) That the national board, in cooperation with other organizations, prepare 
standard provisions for insuring agreements, exclusions, conditions, and dee. 
larations. 

(7) That statutes specifying and governing the use of the statutory fire 
policy be not held to apply to automobile physical damage policies or to inland 
marine policies and that, if and when necessary, such statutes be so amended 
as not to apply to such policies. 

HuGH HARBISON, 
Chairman. 

HALE ANDERSON, Jr. 

ARNE BROGGER, 

JOHN C. GRAHAM, 

RALPH W. LESTER. 

WILLIAM H. Trisou, 


May 9, 1958, 
Mr. JoHN R. Barry, 
Chairman, Special Committee on Examinations by Insurance Departments, in 
care of American Equitable Assurance Co., New York, N.Y. 


Dear Mr. Barry: In accordance with your request to General Counsel Berry, 
I have made a review of Best’s Insurance Reports—Fire and Casualty—1957, to 
ascertain the States which participate in convention examinations, but have no 
domestic companies subject to such examinations. 

In making this review I eliminated from consideration some 19 States where 
(1) a number of the larger companies are located or (2) there was no active 
participation in convention examinations. I then examined Best’s comments 
on insurance companies in the remaining States to ascertain which States had 
domestic companies which were subject to convention examinations. References 
in Best’s to prior examinations by insurance departments were checked in each 
case along with other pertinent information where necessary. 

Best’s does not specifically refer to convention examinations in the case of 
many of the very large companies, but merely states such companies have been 
examined by insurance departments from all zones. I therefore limited the 
results of my examination to States having not more than three companies subject 
to examinations by the insurance departments of other than their home States. 

Based on my examination, I have found that insurance companies of 19 States 
do not appear to have been subjected to a convention form of examination. 
These 19 States are shown on exhibit A, attached hereto, under four different 
headings: States with no company; one company; two companies; or three 
companies subjected to examination by another State insurance department. 

Where one or more companies in a State have been examined by an insurance 
department of another State, the name of the company and the insurance depart- 
ments, other than the home State department which conducted the examination, 
are shown with respect to each such company. The size and distribution of 
premium writings was reviewed and indicated that each of these examinations 
were not convention examinations. 
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No attempt has been made to check convention examinations scheduled during 
1957 and 1958 to date. It is possible that examinations scheduled during that 
riod may, to some degree, alter the study which I have made. 
Trusting this gives you the desired information, I am, 
Sincerely, 


Exaisit A.—Srates Having Not More THAN THREE DoMestic Fire anp Cas- 
vatty INSURANCE COMPANIES WHICH WERE EXAMINED BY INSURANCE DeE- 
PARTMENTS OF OTHER STATES 


I. States in which no domestic insurance company was subjected to exami- 
nation by another State (7 States). 

(65) Idaho. 

(94) Kentucky. 

(65) Louisiana. 

(50) Montana. 

(47) New Mexico. 

(13) Oregon. 

(57) Wyoming. 

II. States in which only one domestic insurance company was subjected to 
examination by another State (8 States). 

(32) Alabama: Birmingham Fire & Casualty, Arkansas and North Caro- 
lina departments. 

(39) Arizona: Republic Indemnity Co., California and Washington de- 
partments. 

(140) Arkansas: Southwest Casualty, Texas department. 

(48) Mississippi: Southern Farm Bureau, Louisiana and South Carolina 
departments. 

(67) North Dakota: Implement Dealers Mutual, Georgia department. 

(75) South Dakota: Queen City, Minnesota and Montana departments. 

(53) Tennessee: Southern Fire & Casualty, Alabama and South Carolina 
departments. 

(64) West Virginia: Inland Mutual, Kentucky department. 

III. States in which only two domestic insurance companies were subjected 
to examination by another State (2 States). 

(18) Colorado: Merchants Fire, Minnesota, Pennsylvania, and Washing- 
ton departments. Texas General, Texas department. 

(97) Utah: National Farmers Union, Montana and Texas departments. 
Utah Home Fire, Michigan and New Mexico departments. 

IV. States in which only three domestic insurance companies were subjected 
to examination by another State (2 States). 

(53) North Carolina: Blue Ridge, South Carolina department. Carolina 
Casualty, Georgia and Pennsylavania departments. Hardware Mutual, 
South Carolina department. 

(36) Oklahoma: Farmers & Merchants, Florida and Mississippi depart- 
ments. Mid-Western, Florida and Mississippi departments. Tri State In- 
surance, Florida and Mississippi departments. 

Note.—Figures in parenthesis appearing before each State represent thou- 
sands of dollars paid by member companies for zone examiners of the respective 
States as reported to this committee in 1953. (See report of Dec. 29, 1953.) 


INTER-REGIONAL INSURANCE CONFERENCE NEw York, N.Y., COMMITTEE ON NUCLEAR 
CLAUSE MEETING OF May 12, 1958 


Present: Messrs. Berry, chairman, Hargrett, Lewis, Beckwith, Bloucquet, 
Sorensen. 

I, To initiate this meeting, a letter from Mr. Polley was read in which he 
expressed his accord with the actions taken at the previous meeting of May 1, 
including both the clauses as then drawn and the ratemaking approach for the 
two assumption endorsements. 

II. For the information of the committee the interpretive nuclear clause for 
mandatory attachment to fire policies is quoted below, as approved by the 
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national board committee on laws and recently recommended by Inter- 
to all fire-rating bureaus nationwide: 


Regional} 


“MANDATORY ENDORSEMENT—NUCLEAR CLAUSE 
(This clause must be attached to all fire policies) 


“The word ‘fire’ in this policy or endorsements attached hereto is not intended 
to and does not embrace nuclear reaction or nuclear radiation or radioactiye 
contamination, all whether controlled or uncontrolled, and loss by nuclear Te 
action or nuclear radiation or radioactive contamination is not intended to be 
and is not insured against by this policy or said endorsements, whether such 
loss be direct or indirect, proximate or remote, or be in whole or in part caused 
by, contributed to, or aggravated by fire or any other perils insured against by 
this policy or said endorsements; however, subject to the foregoing and all 
provisions of this policy, direct loss by fire resulting from nuclear reaction or 
nuclear radiation or radioactive contamination is insured against by this policy.” 

III. The committee undertook a detailed review and minor revision of the 
several nuclear exclusion clauses developed at the last meeting of May 1—for 
use with the ECE; with the several multiple-peril forms, endorsements anq 
coverages (other than ECE) in the fire and allied lines field, which are attached 
to or incorporate the provisions of the fire policy ; and for incorporation in the 
several inland marine forms by IMIB and in the manufacturers output policy 
by MIC. Certain revised drafts of these clauses submitted by a committee 
member were also reviewed, and it was the understanding that these would be 
submitted as alternatives to the previously approved versions as revised at 
this meeting for informal review with the general counsel of the national board 
and the chairman of the national board committee on laws, all as set forth in 
attachments A, B, and C. 

IV. It was brought out that an appropriate nuclear exclusion would seem 
to be required for the vandalism and malicious mischief endorsement when at- 
tached to the ECE. The committee concurred in the following nuclear excly- 
sion clause for incorporation as the concluding paragraph therein: 


“NUCLEAR EXCLUSION CLAUSE 


“Loss by nuclear reaction or nuclear radiation or radioactive contamination, 
all whether controlled or uncontrolled, is not insured against by this endorse. 
ment, whether such loss be direct or indirect, proximate or remote, or be in 
whole or in part caused by, contributed to, or aggravated by vandalism and 
malicious mischief.” 

V. The two radioactive contamination assumption endorsements previously 
concured in at the May 1 meeting and set forth in attachment D were endorsed 
without change. 

VI. The committee next reviewed the proposed table of surcharges and rate 
loads for the two assumption endorsements. After careful consideration a 
revised rating schedule with clarified notes in explanation thereof was developed, 
all as set forth in attachment E. 

In view of the intent to develop indivisibly surcharged fire and extended 
coverage rates when either of the two assumption endorsements is attached to 
the policy, it was the consensus that a separate minimum additional premium 
therefore would not be feasible. 

[Attachment A] 


(a) Previously recommended nuclear exclusion clause for incorporation in the 
ECE (to be inserted immediately preceding the war risk exclusion clause therein) 
as revised (revisions printed in italic) : 


“NUCLEAR EXCLUSION CLAUSE 


“Loss by nuclear reaction or nuclear radiation or radioactive contamination, 


all whether controlled or uncontrolled, is not insured against by this extended, 


coverage endorsement, whether such loss be direct or indirect, proximate or re- 
mote, or be in whole or in part caused by, contributed to, or aggravated by wind- 
storm, hail, explosion, riot, riot attending a strike, civil commotion, aircraft, 
vehicles or smoke; and nuclear reaction or nuclear radiation or radioactive 
contamination, all whether controlled or uncontrolled, is not ‘explosion’ or 


999 


‘smoke’. 
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(b) Previously recommended nuclear exclusion clause No. 1 conforming to the 


foregoing (for mandatory attachment to the present ECE pending printing and 


distribution in each fire rating jurisdiction of a revised edition of the ECD in- 
corporating the foregoing clause) as revised (revisions printed in italic) : 


“NUCLEAR EXCLUSION CLAUSE NO. 1 


“(This clause must be attached to all policies to which the extended coverage 
endorsement is attached.) 

“attached to and forming part of the extended coverage endorsement attached 
to,ete. (Use sta ndard heading.) 

“Loss by nuclear reaction or nuclear radiation or radioactive contamination, 
alt whether controlled or uncontrolled, is not insured against by this extended 
coverage endorsement, whether such loss be direct or indirect, proximate or 
remote, or be in whole or in part caused by, contributed to, or aggravated by 
windstorm, hail, explosion, riot, riot attending a strike, civil commotion, aircraft, 
vehicles or smoke ; and nuclear reaction or nuclear radiation or radioactive con- 
tamination, all whether controlled or uncontrolled, is not ‘explosion’ or ‘smoke’.” 

(c) Alternative suggested nuclear exclusion clause for incorporation in the 
ECE, and as a Mandatory attachment (headed as in (b) above) to the present 
ECE pending printing : 


“NUCLEAR EXCLUSION CLAUSE 


“Loss by nuclear reaction or nuclear radiation or radioactive contamination, 
all whether controlled or uncontrolled, is not insured against by this extended 
coverage endorsement, whether such loss be direct or indirect, proximate or 
remote, or be in whole or in part caused by, contributed to, or aggravated by the 
perils insured against by this extended coverage endorsement, i.e., windstorm, 
hail, explosion, riot, riot attending a strike, civil commotion, aircraft, vehicles, or 


ke.” 
smo [Attachment B] 


(a) Previously recommended nuclear exclusion clause as revised, for in- 
corporation in the several multiple peril forms, endorsements and coverages 
(other than ECE) in the fire and allied lines field, which are attached to or in- 
corporate the provisions of the fire policy. These, at this time, are the dwelling 
building(s) special form, dwelling building(s) and contents broad form, home- 
owners policies, comprehensive dwelling policy, commercial property form, office 
contents special form, and industrial property form (revisions are printed in 
italic) : 

“NUCLEAR EXCLUSION CAUSE 


“(Except as to the peril of fire—otherwise provided for in the nuclear clause 
attached to this policy): Loss by nuclear reaction or nuclear radiation or radio- 
active contamination, all whether controlled or uneontrolled, is not insured 
against by this policy, whether such loss be direct or indirect, proximate or re- 
mote, or be in whole or in part caused by, contributed to, or aggravated by any 
of the perils insured against by this policy; and nuclear reaction or nuclear 
radiation or radioactive contamination, all whether controlled or uncontrolled, 
are not perils insured against by this policy.” 

(b) Previously recommended nuclear exclusion clause No. 2 as revised to con- 
form to the foregoing (for mandatory attachment to each of the foregoing forms, 
endorsements, and coverages pending printing and distribution in each fire rating 
jurisdiction of revised editions of such forms, endorsements and coverages in- 
corporating the foregoing clause), (revisions are printed in italic) ~ 


“NUCLEAR EXCLUSION CLAUSE NO. 2 


“(This clause must be attached to all policies to which the dwelling building (s) 
special form, dwelling building(s) and contents broad form, commercial property 
form, office contents special form or industrial property form is attached, and to 
all homeowners and comprehensive dwelling policies. ) 

“Attached to,ete. (Use standard heading.) 

“(Except as to the peril of fire—otherwise provided for in the nuclear clause 
attached to this policy): Loss by nuclear reaction or nuclear radiation or radio- 
active contamination, all whether controlled or uncontrolled, is not insured 
against by this policy, whether such loss be direct or indirect, proximate or re- 
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mote, or be in whole or in part caused by, contributed to, or aggravated by any 
of the perils insured against by this policy; and nuclear reaction or nuclear 
radiation or radioactive contamination, all whether controlled or uncontrolled, 
are not perils insured against by this policy.” 

(c) Alternative suggested nuclear exclusion clause for incorporation in each of 
the foregoing forms, endorsements and coverages, and as a mandatory attacp. 
ment (headed as in (0b) above to the present editions of such forms, endorse- 
ments, and coverages pending reprinting: 


“NUCLEAR EXCLUSION CLAUSE 


“(Not applicable to loss by fire which is otherwise provided for in the nuclear 
clause attached to this policy) : Loss by nuclear reaction or nuclear radiation or 
radioactive contamination, all whether controlled or uncontrolled, is not insureg 
against by this policy, whether such loss be direct or indirect, proximate or re. 
mote, or be in whole or in part caused by, contributed to, or aggravated by any 
of the perils insured against by this policy.” 


[Attachment C] 


(a) Previously suggested nuclear exclusion clause as revised, for incorporation 
in the several inland marine forms by the IMIB, and in the manufacturers oyt- 
put policy by MIC, which coverages are not affixed to nor incorporate the pro- 
visions of the fire policy (revisions printed in italic) : 


“NUCLEAR EXCLUSION CLAUSE 


“Loss by nuclear reaction or nuclear radiation or radioactive contamination, 
all whether controlled or uncontrolled, is not insured against by this policy. 
whether such loss be direct or indirect, proximate or remote, or be in whole or 
in part caused by, contributed to, or aggravated by any of the perils insured 
against by this policy; and nuclear reaction or nuclear radiation or radioactive 
contamination, all whether controlled or uncontrolled, are not perils insured 
against by this policy ; however, provided fire is a peril insured against by this 
policy, subject to the foregoing and all provisions of this policy, direct loss by 
‘fire’ resulting from nuclear reaction or nuclear radiation or radioactive con- 
tamination is insured against by this policy.” 

(b) Alternative suggested nuclear exclusion clause for incorporation in each 
of the foregoing IMIB forms and in the MOP; 


“NUCLEAR EXCLUSION CLAUSE 


“Loss by nuclear reaction or nuclear radiation or radioactive contamination, 
all whether controlled or uncontrolled, is not insured against by this policy, 
whether such loss be direct or indirect, proximate or remote, or be in whole or 
in part caused by, contributed to, or aggravated by any of the perils insured 
against by this policy ; however, if this policy insures against loss by fire, subject 
to the foregoing and all other provisions of this policy direct loss by fire resulting 
from nuclear reaction or nuclear radiation or radioactive contamination is coy- 
ered hereunder.” 

[Attachment D] 


Recommended radioactive contamination assumption endorsements for op- 
tional attachment to fire policies, with or without the ECE or other multiple peril 
forms, endorsements or coverages in the fire and allied lines fleld designed for 
attachment to or incorporating the provisions of the fire policy, and incorporating 
the nuclear clause applicable to the fire policy and the appropriate nuclear 
exclusion clause as set forth above for the ECE or such multiple peril forms, 
endorsements or coverages : 


“RADIOACTIVE CONTAMINATION ASSUMPTION ENDORSEMENT ‘A’ (LIMITED COVERAGE) 


“In consideration of the premium charged, and subject to the provisions and 
stipulations herein and in the policy to which this endorsement is attached, in- 
cluding endorsements thereon, this policy is extended to insure against direct 
loss by sudden and accidental radioactive contamination directly resulting from 
any peril(s) insured against by this policy and arising out of material used or 
stored on the premises described in this policy, provided at the time of such 
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joss there is neither a nuclear reactor nor any new or used nuclear fuel ele 
ment(s) on the described premises. 

“This endorsement does not increase the amount or amounts of insurance 
rovided in the policy to which it is attached. 

“Jf this policy is divided into two or more items, the foregoing shall apply 
separately to each item to which this endorsement applies.” 


“RADIOACTIVE CONTAMINATION ASSUMPTION ENDORSEMENT ‘B’ (BROAD COVERAGE) 


“In consideration of the premium charged, and subject to the provisions and 
stipulations herein and in the policy to which this endorsement is attached, 
jncluding endorsements thereon, this policy is extended to insure against direct 
loss by sudden and accidental radioactive contamination arising out of material 
used or stored on the premises described in this policy, provided at the time of 
such loss there is neither a nuclear reactor nor any new or used nuclear fuel 
element (s) on the described premises. 

“This endorsement does not increase the amount or amounts of insurance 
provided in the policy to which it is attached. 

“If this policy is divided into two or more items, the foregoing shall apply 
separately to each item to which this endorsement applies.” 


[Attachment E] 


a 


RADIOACTIVE CONTAMINATION ASSUMPTION ENDORSEMENTS 


Table of surcharges and rate loads 


{Applicable to direct physical damage and time element coverages] 


| **A”—Limit- 


(surcharge to 


ed coverage ! | 


“B”’—Broad 
coverage 2 
(rate load 





Group Type of occupancy | fire rate, or | added to lim- 
| to fire and | ited coverage 
| ECE rates) | surcharged 
fire rate) 

Percent 
pe. er 1 $0. 001 


1 | Use of radioisotopes in hermetically sealed containers for gaging, 
radiography, or inspection purposes, or within instruments or 
neutron sources, including the use of metallic cobalt 60 for irradi- 


| 


bt 


ation F ; ; . 003 
2 | Radioisotopes used for any purpose in a total amount not exceeding 
| 10 millicuries and not otherwise classified by this schedule_ --_- 4 Ol 
3 | Use, storage, or processing of thorium, unenriched uranium, or 
alloys or compounds containing these materials- -- 4 .O1 


4 | Irradiation of materials with radioisotopes, other than metallic cobalt 
| 60 in hermetically sealed protective containers, but not including 
irradiated or spent reactor fuel__ 8 . 015 
5 | Storage, handling, or processing of radioisotopes in a total amount 
exceeding 10 millicuries and not otherwise classified by this hazard 
inn tartan cn caneets=tensnnentintepitstdengeainahaeandeae 10 . 025 











| Limited coverage endorsement A: 

1. Fora policy insuring against the peril of fire only, the fire rate used for the property covered shall be 
increased by the appropriate percentage surcharge shown above. 

2. For fire and extended coverage, both the fire rate and the ECE rate used for the property covered 
shall be increased by the appropriate percentage surcharge. 

3. No additional surcharge shall be made when the policy also insures against other perils than fire and 
extended coverage. 

2 Broad coverage endorsement B: To the surcharged fire rate developed under note 1 above, add the 
appropriate rate load shown above. If the policy is written on a flat (no coinsurance) basis or at less than 
80 percent coinsurance, the rate load shall be doubled. 

In any case where the hazards of a particular risk are greater than normally anticipated for the group 
—— the final rate load for the broad coverage endorsement is subject to an additional penalty up to 

percent, 
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MeEnpvEs & Mount, 
New York, N.Y., May 9, 1959. 
Re nuclear incident exclusion clauses, our file No. 107,862. 
Mr. J. RAYMOND BERRY, 
National Board of Fire Underwriters, 
New York, N.Y. 

Deak Mr. Berry: In accordance with our telephone conversation, I am ep. 
closing herewith two copies of letter addressed to Mr. Lynch by John Lewis 
chairman of the nuclear energy subcommittee. ? 

We look forward to hearing further from you when your organization has hag 
an opportunity to review same. 

Thank you for your cooperation. 

Very truly yours, 
JOHN A. Curtey, 


ANGULO, CooNEY, MarsH & OUCHTERLONEY, 
New York, N.Y., May 13, 1958, 
Mr. J. RAYMOND BERRY, 
National Board of Fire Underwriters, 
New York, N.Y. 

Deak Ray: Many thanks for sending me the copy of Donald P. McHugh’s 
speech on “The Congress Looks at Insurance.” I expect that you will think it 
desirable to make a study of the various matters mentioned in his speech as 
probable subjects for inquiry by the Antitrust and Monopoly Subcommittee of 
the Senate, insofar as they involve activities of the national board or its various 
committees. 

Sincerely yours, 
JOHN B. Marsa. 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
BoarpD OF FIRE UNDERWRITERS, HELD IN THE BoarpD Room, May 14, 1958, at 11 
A.M. 


Present: Mr. H. Clay Johnson, chairman, and Messrs. John R. Barry, Philip. 
Brown, Nicholas Dekker, Frank F. Dorsey, Lester Harvey, A. E. Heacock, C. A. 
Loughin, William MacLean, Joseph G. Niederlitz, John A. North, Addison 
Roberts, and Francis Van Orman; also Hugh Harbison (representing Millard 
Bartels), W. A. Wickham (representing Paul E. Laymon), Don Reutershan 
(representing G. D. Mead), and E. N. O’Bierne (representing Olaf Nordeng). 

There were also present Messrs. Charles M. Close, executive vice president, 
Great American Insurance Co.; Joseph F. Murphy, secretary, America Fore 
Firemen’s Group; Mr. Baker, counsel, New Hampshire Fire Insurance Co.; 
Hugh Garland, of Corroon & Reynolds; Richard Winslow, counsel, Boston In- 
surance Co., as well as Mr. E. 8S. Coons (representing Vice President Harry W. 
Miller) ; General Counsel Berry, Assistant General Counsel McKenzie, and Ray 
E. Hugh of the law department. 

Advices of their inability to attend were at hand from Kenneth Chapman, 
George Mead, and W. L. Nolen, proxy for 8S. T. Shotwell. 


FEDERAL MATTERS 


Antitrust developments and proposed investigation.—The committee had be 
fore it the speech made before the American Management Association on May 6, 
by Donald F. McHugh, counsel, Antitrust and Monopoly Senate Subcommittee, 
copy of which had been sent to members of this committee. 

After discussion, it was the sense of the meeting that in view of the fact that 


executive committee will not meet until June, the chairman be authorized to: 


appoint an interim committee which would study the various matters which 
affect the fire insurance business in the proposed area of investigation; that 
the committee prepare its preliminary report; and the entire matter be reported 
on and referred to the executive committee at its next meeting for instructions or 
such other action as that committee may determine to be proper. 


H.R. 11689 (Vinson).—This bill would authorize the Department of Defense 


to indemnify its contractors against unusually hazardous risks and would limit 
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the liability of contractors so indemnified. It includes in its protective provi- 
sions not only liabilities of the contractor and subcontractors to third parties 
put also “loss or damage to property of the contractor from a risk that the con- 
tractor finds as unusually hazardous.” 

General counsel, representing the national board, and DeRoy C. Thomas, of 
the firm of Watters & Donovan, representing the Association of Casualty & 
Surety Companies, met with two associate counsel of the Office of Secretary of 
Defense, and insurance adviser Kane, to discuss the legislation and specifically 
to inquire as to the reasons for the language in section 6, which would in effect 
eliminate private insurance. We were advised that the bill was drafted with- 
out the property insurance capacity in mind and that the reasons for the ques- 
tioned language was unknown to the spokesmen. It was suggested by the De- 
fense Department representative that meanwhile we draft an acceptable amend- 
ment which they could agree to and that we would hear from them as to the 
reasons for the present language. 

It was the sense of the meeting that the general counsel continue his efforts 
to secure the necessary amendments. 

Federal Revenue Act—Factory Mutuals’ proposed amendment.—Our commit- 
tee on taxation has prepared and will file with the Ways and Means Committee 
a memorandum in opposition to amendments to sections 831 and 832 of the 
Internal Revenue Code suggested by the Associated Factory Mutual Fire Insur- 
ance Companies. 

STATE MATTERS 


Louisiana legislation.—Consideration was given to proposed legislation which 
would have the State, through the fire division of the commission, assume the 
functions of Louisiana Rating and Fire Prevention Bureau. Counsel was in- 
structed to oppose such a bill if introduced. 

A second bill (sponsored by Commissioner Hayes) would require all insurers, 
including mutuals, to be members of the Louisiana Rating and Fire Prevention 
Bureau. It was the sense of the meeting that we would prefer the all-industry 
pill but if that could not be obtained we would take Commissioner Hayes’ bill, 
which is an improvement over the present law. 

New York.—General counsel advised that the Governor vetoed senate bill No. 
3188, which would exempt premiums relating to insurance on property or risks 
located or resident outside the United States from premium tax. 


NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 


Convention, June 9-11, Chicago, Jll_—Federal investigation will probably be 
considered. General counsel has no instructions and will take no position. 

Subcommittee to study statistical, rating, and filing problems of multiple-line 
contracts, M—1.—This report was considered and it was the consensus that gen- 
eral counsel oppose its adoption, urge further study and make clear we favor 
steps to cut down redtape. 

Mandatory security valuation reserves——The industry advisory committee 
has reported to the commissioners’ committee that it is of the opinion that a 
mandatory security valuation reserve, whether along the lines suggested for 
life insurance companies or on any other basis so far suggested, is neither de- 
sirable nor practicable in the property and casualty insurance field. 


NUCLEAR CLAUSE 


General counsel referred to correspondence and conferences, initiated by 
Mendes & Mount and Lloyds Underwriters in London, the latter being disturbed 
at the wording of the nuclear clause following the words “subject to the fore- 
going.” After discussion it was the sense of the meeting that no change be 
made in the clause. 

Massachusetts —The Boston Board of Underwriters has raised a question as 
to the legality of the adoption of this clause. 

New York.—The New York Insurance Department has refused to approve at 
this time the nuclear clauses submitted by the National Automobile Under- 
writers Association and the National Bureau of Casualty Underwriters. In 
view of the New York department’s attitude mutual interests have suggested 
an educational seminar for the department. It was agreed that if this seminar 
is to be held that stock fire interests participate. 
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STATUTORY FIRE POLICY—-REPORT OF SUBCOM MITTEE 


Time did not permit presenting this committee’s report and Chairman Hap}j. 
son suggested that it go over to our next meeting. In the interim members of 
the committee will be furnished with a copy. 


BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded, it was voted to approve payment of the 
following bills, amounting to $4,917.97 : 


Turner, Padget and Graham, attorney fee and expenses, South Caro- 


lina._......---~~--.-~----------~---------—-------------------- $3, 114. 27 
Clarence: Kiocksin.. Washington, DQ oo nunsaii dp cnncccnuwense cones ce 1, 300. 00 
KK. BR; West, lemsiative.eervice, Michigan... 6+ ~.<s0n incense 206. 29 
James I. Teague, expenses, Arkansas_........--..---~----~-~~-.... 157, 31 
Julian H. Hennig, legislative service, South Carolina___------~-___ 75. 00 
Walter D: Hanson, expenses, Okishoma.{...s.cccusesnc meccencnsnss 65. 00 


ADJOURN MENT 


The meeting adjourned at 1:45 p.m. 
L. A. VINCENT, Secretary. 





(Copy to Messrs. L. A. Vincent and J. G. McKenzie) 


May 14, 1958. 
Mr. JoHN B. Marsu, 


Angulo, Cooney, Marsh & Ouchterloney, 
New York, N.Y. 


DEAR JOHN: Replying to your letter of May 13, we do think it desirable to make 
a study of the various matters mentioned in McHugh’s speech, insofar as those 
matters apply to the fire insurance business. 

You will note that only one of his points applies directly to the National 
Board of Fire Underwriters (inasmuch as we do not engage in rate making), 
The one matter that touches us directly is the legislative matter. 

On that I assure you the national board’s record is perfect. The New York 
legislation to which McHugh’s speech refers was not sponsored by us, nor was 
it supported by us. We were distressed that it was put in, and I was authorized 
by my laws committee to oppose it. 

The Mississippi bill referred to in the McHugh speech applied to automobile 
rates and my recollection is, only to automobile liability rates. Thus, the na- 
tional board would have no interest in such legislation. Apart from that, 
however, I am quite confident that the casualty companies did not sponsor 
or support this legislation. I think it was introduced by local insurance interests 
in Mississippi. 

The Kentucky legislation referred to was not sponsored by us, nor was it 
supported by us. Our local representative was instructed to keep his hands 
strictly off this legislation. My understanding is that the legislation was intro- 
duced by the insurance commissioner. I am not sure as to his reasons for 
introducing it, but I believe (a) he was confronted with a very troublesome 
rate filing problem with an understaffed department which found it difficult to 
cope with the number of independents and deviated filings and (b) he believed 
an unfair competitive advantage was being obtained by some under the law 
as presently written. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 





MINUTES OF MEETING OF THE SPECIAL COMMITTEE ON EXAMINATIONS BY I)- 
SURANCE DEPARTMENTS OF THE NATIONAL Boarp oF FIRE UNDERWRITERS, 
Hewtp in THE Boarp Room, 85 JoHN Street, New York, May 14, 198, 
AT 2 P.M. 


Present: Messrs. John R. Barry, chairman, J. Victor Herd, J. G. Niederlits 
(representing Daniel R. Ackerman), J. J. Magrath (representing Percy Chubb 
2d) and Edward J. Martin (representing John A. North). 
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Mr. James F. Crafts was neither present nor represented. Advices of his 
inability to attend were received from Mr. William T. Harper. 

There were also present: Messrs. Hugh Garland, vice president, American 
Pquitable Assurance Co.; Joseph Murphy, secretary, America Fore Companies; 
Ray Hughes of the national board staff. 


EXAMINATIONS BY INSURANCE DEPARTMENTS 


The meeting was called to order by Chairman Barry who reported on the 
Industry Advisory Committee meeting held in Washington, D.C., on March 20, 

58. 

oo, April 16, 1958, draft of “Report of Industry Advisory Committee to 
NAIC Subcommittee to Analyze and Review Examinations of Insurance Com- 
panies—To Perfect Practices and Procedures of Association Examinations,” 
as revised by the chairman, was reviewed by the committee. No other changes 
were suggested by those present. 

Chairman Barry then sought the committee’s position with respect to three 
additional recommendations to be incorporated in the report of the industry 
committee. These three additional recommendations covered— 

(1) limiting participation in zone examinations to representatives of three 
zones ; 

(2) the establishment of a committee of chief examiners to decide on the 
qualifications of zone examiners ; and 

(3) the committee of chief examiners be instructed to go over the NAIC 
examination procedure manual to bring it up to date, with emphasis on sub- 
stituting test checks for detailed checking and the elimination of all un- 
necessary work which is presently being performed on the basis of the 
present manual. 

Each of these matters was discussed by the members present and it was the 
consensus that Chairman Barry support these three recommendations at the 
next meeting of the industry examinations committee on May 23, 1958. 


ADJOURN MENT 


There being no further business, the meeting upon motion was adjourned 
at3 p.m. 


Ray Hueues, Acting Secretary. 


RESOLUTION ADOPTED AT MEETING OF COMMITTEE ON Laws, May 14, 1958 
ANTITRUST DEVELOPMENTS AND PROPOSED INVESTIGATION 


The committee had before it the speech made before the American Manage- 
ment Association on May 6, by Donald F. McHugh, counsel, Antitrust and 
Monopoly Senate Subcommittee, copy of which had been sent to members of this 
committee. 

After discussion, it was the sense of the meeting that in view of the fact that 
executive committee will not meet until June, the chairman be authorized to 
appoint an interim committee which would study the various matters which 
affect the fire insurance business in the proposed area of investigation ; that the 
committee prepare its preliminary report; and the entire matter be reported 
on and referred to the executive committee at its next meeting for instructions or 
such other action as that committee may determine to be proper. The personnel 
of the committee appointed by Chairman Johnson is as follows: Hugh Harbison, 
H. Clay Johnson, and C. A. Loughin. 


Boston-O_p CoLony INSURANCE COosS., 
Boston, Mass., May 16, 1958. 

Mandatory endorsement nuclear clause. 
Mr. FEeLrx HARGRETT, 
Vice president, Home Insurance Co. 
New York, N.Y. 

Dear Fevix: You recall that when leaving Skytop, you suggested that perhaps 
anything I could do in order to hold down any further publicity as far as action 
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being taken by the Boston Board of Fire Underwriters relative to this clay 
might be worth while. In accordance with your suggestion, I had a talk today 
with Herbert McNary, secretary of the Boston board, and he has assured = 
that as far as he is concerned, they would be happy to let the matter rest aaa 
that he anticipated no further publicity regarding it, but that they were await 
ing the ruling from the commissioner. I understand from Mr. McNary that the 
impetus for their request for clarification on the legality of the clause came eee 
Gilmour, Rothery & Co. here in Boston. This general agency when receiving the 
clause had submitted it to their counsel, asking him for his opinion as to whether 
or not they should attach it to their fire policies, and he advised them as far 
standard fire policies were concerned, it was perfectly in order to attach the 
clause ; however, on the Massachusetts statutory policy, it would not be. This 
prompted their request to the Boston board for discussion and clarification 

You are no doubt much more up to date on this matter than I am, but in any 
event I had luncheon with John Downs yesterday and he has had some discus- 
sion “off the cuff” with Commissioner Humphreys and I rather gather from what 
we know at the present time, it is the commissioner’s feeling that the clause 
should be attached. It is possible that the wording will have to be slightly 
changed, and I understand that Ray Berry has agreed to this change, if neces. 
sary, so that the reference will not be to “direct loss by fire” but rather to “alj 
loss by fire’ in conformance with the Massachusetts statutory form of policy 

I do not think you need be concerned any further relative to discussion in 
the press about this matter, but in any event Mr. McNary will keep me informed 
as to any further action they may contemplate taking and I will let you know. 
Legislation incorporating the clause into the statutory policy will no doubt be 
necessary eventually, and I would not anticipate any difficulty in securing 
passage of any such legislation. 

Yours sincerely, 
Cyrit S. Hart, President. 


(Copy to L. A. V. and Jack G. McKenzie) 
May 19, 1958, 
Re nuclear incident exclusion clauses, your file No. 107,862. 
Mr. JoHN A. CURLEY, 
Mendes & Mount, 
New York, N.Y. 

Dear Mr. CurLey: Following receipt of your letter of May 9 we took up the 
letter and its enclosures and your previous letter, with the committee on laws. 
It was the sense of the membership on that committee that no change be made 
in the nuclear clause recommended for attachment to fire policies. 

We are most anxious that you and your correspondents not draw any conclu- 
sions from that action that the committee is taking an arbitrary position. The 
committee feels that it is taking the only practical course. 

If there is anything further you would like to discuss on this, don’t hesitate 
to call on me. 

Yours very truly, 
J. RAYMOND Berry, General Counsel. 


ExHIsBIt A 


Excerpts From Report Drarr, M-1 SuscoMMITTEE oF NAIC, May 19, 1958 
* * # * * ES * 


III. RECOMMENDATIONS 
* * * * * * * 


A. It is recommended : 

1. That, with respect to the recommendations contained in this report only, 
the words “Multiple line package” be defined as “an integrated package of cover- 
ages which includes any two or more of the following kinds of insurance using 
their customary trade-usage definitions: (1) Fire and allied lines; (2) casualty ; 
(3) surety ; and (4) inland marine.” 

2. That, wherever State statutes prescribe different treatment for fire filings 
than for casualty filings, it be highly recommended by the respective insurance 
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departments that the filer of a multiple line package which includes fire and 
allied lines and/or inland marine coverages designate the fire section of such 
statutes as the section under which such multiple line package filing be treated. 
It is not intended that this recommendation affect any coverage now properly 
defined solely as “inland marine.” 

3. That any rating bureau wishing to file a specific multiple line package shall 
assume full responsibility for the filing of such complete package. * * * A com- 
pany filing such a package independently would simply limit its affiliation with all 
pureaus to exclude such package. 

oe 

5. That any company licensed to write multiple-line coverages shall be per- 
mitted thus either to (1) affiliate with any single bureau which has filed or may 
file a package the company wishes to write, or (2) file such package independ- 
ently. * * * 

: * * * 
-7, That deviations as to rules and forms as well as rates be permitted on the 
casualty portions of multiple line packages (as it is on fire and inland marine 
portions) pursuant to recommendation 2 of this report. 

8. That the subscribership agreement of any bureau making multiple line filings 
shall permit subscribership to exclude any specific multiple line package or pack- 
ages, without regard for subscribership status on other kinds or classes. For 
example, a company shall be permitted to subscribe to a fire bureau for the dwell- 
ing coverages written under regular fire policies, and at the same time be per- 
mitted to be independent for any multiple line packages. 


* * * * * * * 


EXcerPT FROM MINUTES OF COMMITTEE ON PUBLIC RELATIONS, 
OCTOBER 30, 1958 


“Above and Beyond.’—The film ‘These Are the Facts” a semidocumentary 
showing the services rendered to the public by the national board, has been 
revised for more effective television showing and retitled “Above and Beyond.” 
While this was prepared especially for television showing, the editing has so 
improved the film that it has been made available for general showings. It was 
suggested to member companies that this film and “Disaster File-Hurricane 
Audrey” are suitable for showings before insurance company personnel to ac- 
quaint them with some of the lesser known activities of our business. 


FIRE PREVENTION WEEK MATERIAL 


Distribution of fire prevention material in 1958 indicates increased activity by 
organized fire prevention groups. This year the national board distributed more 
than 18 million pieces of literature. More city and county organizations than 
ever before are conducting Fire Prevention Week campaigns and the request 
for material this year far exceeded expectations. In anticipation of Fire 
Prevention Week in 1959, the staff is checking several of the citywide fire pre- 
vention campaigns to determine their effectiveness. 


INSURANCE-TO-VALUE CAMPAIGN 


In view of the continuing interest on the subject of insurance to value and 
the favorable comments on the work which has been done to date the committee 
on public relations has authorized the continuation of the promotion of this 
subject along institutional lines. 


REPORT OF THE SUBCOMMITTEE ON JOINT PUBLIC RELATIONS FACILITY 


The September 1958 report of the subcommittee on the joint public relations 
facility, together with the constitution of the proposed Insurance Information 
Institute were considered in detail by the committee. Following full discussion, 
it was voted to recommend to the executive committee through the officers con- 
ference, the approval of the report and constitution, including amendments to 
the constitution which had been adopted by the public relations committee of the 
Association of Casualty and Surety Companies. It was also voted that an 











49270 THE INSURANCE INDUSTRY 


expression of appreciation be recorded for the excellent work done by the joint 
subcommittee in preparing the report and constitution. 
Very truly yours, 


——, Chairman. 


STATE OF WEST VIRGINIA, 
INSURANCE DEPARTMENT, 
Charleston, May 20, 1958. 
Re nuclear clause. 
WEST VIRGINIA RATING BUREAU, 
Charleston, W. Va. 
(Attention: D. G. Greenfield, manager.) 

GENTLEMEN: This acknowledges receipt of your letter dated April 17 in 
which you submit a proposed mandatory endorsement to be attached to all fire 
policies. On May 4, Mr. M. V. Bickel, assistant manager of the rating bureau, 
requested that we hold the filing in abeyance pending further instructions from 
you. On May 16 you requested that we consider the filing as submitted. 

The policy which you propose to endorse is the statutory fire policy and the 
coverage required by the legislature cannot be limited. Your letter says that 
“This clause is designed as a clarification of intent of the standard fire insurance 
policy rather than as a limitation or amendment of coverage afforded thereby,” 
However, the language of the proposed nuclear clause appears to restrict the 
statutory fire insurance policy. If a nuclear endorsement is to be used, we 
suggest that it should be so worded that the commissioner will not usurp the 
powers of the courts to interpret the contract or the powers of the legislature 
to amend or clarify the statutory fire policy. 

By this endorsement the companies would represent that the word “fire” does 
not include nuclear perils when, in fact, no court has ruled on this question, 
Until the Supreme Court so rules, neither the rating bureau, the company, nor 
the insurance commissioner may properly state as a fact that the word “fire” 
does not include nuclear perils. 

We would not object to companies informing their insureds that in the 
opinion of the committee on laws of the National Board of Fire Underwriters 
the word “fire” does not include nuclear perils and that the company intends 
to resist such claims if such be the case. However, we are asked to require the 
companies to represent as a fact what is now only an interested private opinion, 

The filing is hereby disapproved. You are informed that the bureau has a 
statutory right to request a hearing on this action. 

Very truly yours, 
Troy W. Cox, Deputy Commissioner. 


MENDES & Mount, 
New York, N.Y., May 20, 1958. 
Nuclear incident exclusion clauses, our file No. 107,862. 
J. RAYMOND Berry, EsqQ., 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 
Dear Mr. Berry: I have received yours of May 19 and am sending copies of 
same to Mr. Lynch for transmittal to underwriters’ subcommittee. 
Very truly yours, 


JOHN A. CURLEY. 


NATIONAL ASSOCIATION OF INDEPENDENT INSURERS, 
Chicago, Ill., May 21, 1958. 
Re nuclear clause for fire policies. 
Mr. J. RAYMOND BERRY, 


General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: My files are not entirely up to date on progress in connection with 
the development of the nuclear clause and its acceptance by the authorities. 
T did see an article in one of the insurance news periodicals that the clause is now 
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in use by the New England Fire Insurance Rating Association, and I assume, 
ysed in the States where they have jurisdiction. 
Very truly yours, 
VESTAL LEMMON, General Manager. 


THE HOME INSURANCE INDEMNITY Co., 
May 21, 1958. 
Mandatory endorsement nuclear clause. 
Mr. Cyrit S. Hart, 
President, Boston-Old Colony Insurance Co., 
Boston, Mass. 


Dear Crriz: Thank you for your letter of May 16. 

Your conversation with Herbert McNary, secretary of the Boston board, and 
with John Downs should help keep this matter on the track. 

Messrs. H. Clay Johnson and J. Raymond Berry, chairman of the committee 
on laws and general counsel, respectively, of the national board, are particularly 
interested in furthering the nuclear clause, and I am, therefore, taking the 
liberty of sending these gentlemen a copy of your letter. 

Yours very truly, 
FELIx HArGREtTT, Vice President. 


Lioyb’s UNDERWRITERS’ FIRE & NONMARINE ASSOCIATION, 
LLoyp’s, 
London, E.C. 3, May 22, 1959. 
Atomics, U.S.A. Exclusion of nuclear hazards from fire and inland marine 
policies. 
Luxe D. Lyncu, Esq., 
Messrs. Mendes & Mount, New York, N.Y. 


Deak Mr. LyNcH: This matter has again been discussed at the special atomic 
subcommittee who have instructed me to write to you in order to put on record 
underwriters’ views at this time. In order to avoid the possibility of misunder- 
standings at a later date, we feel that a completely frank expression of our 
views is worth attempting in the hope that they shall receive considered 
thought from those in America most concerned. 

I have written you previously at some length on the subject of the actual 
phraseology of the proposed clauses for use in fire policies or inland marine 
policies. I will not now discuss the actual phraseology of these clauses, but 
rather comment on the action at present being taken by the National Board of 
Fire Underwriters and other insurers to obtain the approval of insurance com- 
missioners throughout America to the issuing of an “interpretive clause” to 
holders of standard fire policies. 

(1) A program for some immediate action to contain and define coverage in 
a standard fire policy by way of an interpretive clause has great merit in our 
view. Clearly any step that can be taken to bring to the attention of all policy- 
holders the fact that the standard fire and explosion policy does not cover 
radioactive contamination, however caused, is a step in the right direction and 
from the point of view of Lloyd’s underwriters a most welcome development. 

(2) The program we understand has been undertaken in lieu of the alterna- 
tive procedure of approaching the State legislatures for statutory approval to 
an amendment of the standard fire policy. If this were an interim measure 
only, taken pending an early effort to seek full statutory approval to the altera- 
tion of the standard fire policy, my subcommittee would have no criticism to 
offer. If, on the other hand, it is to be regarded as the final step, which is 
apparently the position at the present time, there are grave doubts in our minds 
as to its adequacy, particularly bearing in mind, the great mountain of catas- 
trophe liability that is borne by Lloyd’s by way of reinsurance. 

(3) There is not, as far as I know, in any correspondence that I have so far 
seen, any suggestion by the National Board of Fire Underwriters or other com- 
petent body that the proposed measures are of an interim character only. If 
this is a correct summary of the present position, I would add the thoughts 
that are prominent in underwriters’ mind on this situation: 

(a) Should an incident occur of such a nature that the applicability of 
the proposed interpretive clause had to be tested in the courts, it would 
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seem to us that the scales would be heavily weighted against insurers, j 
that the clause has been injected into the standard fire policy, supporte 
only by the consent of insurance commissioners but not by statuto: 
authorization. ry 

(b) We feel that this must at once raise the question as to why an 
amendment of such importance should not at an early stage be submitted 
for authoritative approval by the State legislatures. 

(c) This would in our minds appear to raise the question not only of the 
exact interpretation of the clause, but of the legal standing of the clause in 
relation to the standard fire policy. 

(ad) It is well known that the standard fire policy is jealously guarded 
by State legislatures, perhaps by some more than others, and if it be argued 
that the insurance companies did not intend to pay claims for contamination 
caused by fire under their fire policies it would seem that any assured hold- 
ing such a policy might well be on firm ground in challenging the restriction 
of his coverage by this unusual interpretive procedure. 

(e) Underwriters feel that their conclusions set out above are worthy 
of most serious consideration, as they have only reached these opinions 
after taking the best advice available to them, which is unanimous in the 
view that the interpretive clause is weak in itself and stands on a doubtfy 
legal basis, and that effectively to eliminate the nuclear hazard from the 
standard fire policy legislative approval of an amendment is necessary, 

(4) While underwriters at Lloyd’s would probably be satisfied to follow, ag an 
interim measure, the present procedure being adopted by the National Board 
of Fire Underwriters, it seems to my subcommittee inevitable that if legislation 
is not to be sought, it will become necessary to make it clear to the market 
at Lloyd’s that the protection offered by the interpretive clause cannot be 
regarded as ‘an adequate safeguard.” You will recall in this connection that 
it was a prime condition of the underwriting of the pool reinsurances that “ade 
quate safeguards” would be taken to protect underwriters against incurring addi- 
tional atomic energy liabilities through exposures other than from the pools. 
This condition was the foundation upon which the atomic pool reinsurances 
were built. 

(5) I would also emphasize to you that my subcommittee appreciates the dif- 
ficulties that a program of legislation eould entail in the United States. How- 
ever, it appears to us that in the absence of such a program it would be difficult, 
not only for this market, but we would think also for the fire insurers in the 
States, to be certain of the amount of protection they have against monumental 
liabilities that could be involved in a major nuclear catastrophe. We therefore 
believe that, despite the complications that might be involved in a legislative 
program, it would all be well worth while in order to place the position of all 
fire insurers beyond question. Any other program which might be based upon 
assumptions that parties suffering property damage in a nuclear incident would 
seek and obtain a complete recovery against the third party responsible for the 
incident and would forgo any effect to recover from their fire insurers, would 
appear to us to involve too great a danger to all fire insurers, particularly whea 
an effective method of controlling this risk might be available. 

(6) While in no sense wishing to suggest to you that my special subcommittee 
ean speak for the whole market on the subject, I do feel it proper to record 
that so far the market has shown confidence and trust in our judgment. 

My fear, at the moment, is that if my committee cannot recommend to the 
market that the steps envisaged by the National Board of Fire Underwriters 
constitute “an adequate safeguard” to the monumental liabilities under reinsur- 
ance contracts generally, then we may have to envisage a considerable part of 
the market retiring altogether from these liabilities or seeking to restrict them 
beyond the terms of the present nuclear incident exclusion clauses as regards 
the contamination hazard. 

You will appreciate that I am giving only my personal views and appre 
hensions in this paragraph and that a decision on this aspect of the matter would 
be beyond the sphere of my subcommittee and would have to be submitted for the 
consideration of the whole market. 

Yours sincerely, 


Mr. J 
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ASSOCIATED FACTORY MUTUAL Frre INSURANCE Cos., 
Providence, RI., May 22, 1958. 
Re nuclear clause. 
Hon. J. A. NAVARRE, 
Commissioner of Insurance, 
Department of Insurance, 
Lansing, Mich. 

Dear Jor: I read with interest Mr. Pearson’s letter to you of April 24. I feel 
certain that if we could have a conference with Mr. Pearson and his attorneys 
it would be possible to satisfy him that the nuclear clause which has been filed 
does not restrict the statutory fire policy but merely clarifies its interpretation. 

There are apparently a number of other States in which similar questions are 
being raised. I wonder whether it will not be necessary for us to arrange for 
some discussion at the NAIC meeting of this question so that we can clarify the 
misunderstandings which seem to exist. 

Very truly yours, 
AMBROSE B. KELLY, 
General Counsel. 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., May 23, 1958. 
Mr. J. RAYMOND Berry, 
General Counsel, 
The National Board of Fire Underwriters, 
New York, N.Y. 

Dear Mr. Berry: Supplementing my note of yesterday on that West Virginia 
nuclear clause disapproval, I now attach a photo copy of the department’s letter 
addressed to Manager Greenfield. 

Yours very truly, 
R. M. Beckwiru, Manager. 


INTER-REGION AL INSURANCE CONFERENCE, 
May 26, 1958. 
Mr. D. G. GREENFIELD, 
Manager, West Virginia Rating Bureau, 
Charleston, W. Va. 


Dear Mr. GREENFIELD: Thank you very much for promptly advising us with 
respect to the action taken by the West Virginia Insurance Department in declin- 
ing to approve your filing of the nuclear clause. 

We have been in touch with General Counsel Berry on the matter and would 
suggest that you await further recommendations before attempting any further 
action in the matter. 

Yours very truly, 
R. M. Beckwitru, Manager. 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., May 26, 1958. 

Nuclear exclusion. 
Mr. J, RayYMOND Berry, 
General Counsel, The National Board of Fire Underwriters, New York, N.Y. 

Dear Mr. Berry: So that you may be fully informed I enclose copies of letters 
of recommendation which we recently sent to the regional bodies and rating 
bureaus nationwide. 

Talso- enclose copies of letters that we addressed General Manager Perlet and 
General Manager Wayne. 

I believe that you will find the enclosures self-explanatory and I might add 
that’ we expect very shortly to be in a position to recommend the “buy back” 
endorsements as well as a table of surcharges and loads therefor. 


: I am sending a copy of this communication, with enclosures, to Mr. H. Clay 
ohnson. 


Yours very truly, R.M.B M 
. M. BEcKwiTH, Manager. 
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INTER-REGION AL INSURANCE CONFERENCE, 
New York, N.Y., May 23, 1958. 


Radioactive contamination assumption endorsements. 


Dear Sir: We are enclosing two letters to you captioned “Nuclear Exclusion,” 
one referring to the two dwelling forms and one referring to the extended cover- 
age endorsement and the vandalism and malicious mischief endorsement. 

While it is hoped that you will proceed with early consideration of our recom. 
mendations with respect to the nuclear exclusions contained in the attacheg 
communications, you should also be advised that our committee has prepareg 
“limited” and “broad” radioactive contamination assumption endorsements, in- 
tended primarily for mercantile and manufacturing risks, which are designed 
for optional attachment to fire contracts and which are presently subject to fina} 
review and duplication. 

Our committee has also prepared a table of surcharges and rate loads to be 
employed when either of the optional radioactive contamination assumption 
endorsements is attached to the policy. 

It is anticipated that this added material will be forwarded to you with our 
recommendation for adoption within the next week or 10 days. 

Yours very truly, 
R. M. BeckwitH, Manager, 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., May 28, 1958. 
Nuclear exclusion. 
Dwelling building (s) special form. 
Dwelling building(s) and contents, broad form. 


Dear Sir: It is recommended that early consideration be given to the adoption 
of the following Nuclear Exclusion No. 2 designed as a mandatory endorsement 
for attachement to the above captioned dwelling forms : 


“NUCLEAR EXCLUSION NO. 2 


“(This clause must be attached to all policies to which the dwelling building(s) 
special form or the dwelling building(s) and contents broad form, are attached, 

“Attached to, ete. (use standard heading). 

“(This clause applies to all perils insured against hereunder except the 
perils of fire and lightning, which are otherwise provided for in the nuclear 
clause attached to this policy): Loss by nuclear reaction or nuclear radiation 
or radioactive contamination, all whether controlled or uncontrolled, is not 
insured against by this policy, whether such loss be direct or indirect, proximate 
or remote, or be in whole or in part caused by, contributed to, or aggravated by 
any of the perils insured against by this policy; and nuclear reaction or nuclear 
radiation or radioactive contamination, all whether controlled or uncontrolled, 
is not ‘explosion’ or ‘smoke’.” 

This same mandatory endorsement is being recommended to multiperil 
insurance conference for use with homeowners policies, comprehensive dwelling 
policies, the commercial property form, the office contents special form, and the 
industrial property form. 

In due course revised editions of the dwelling forms captioned above will be 
sent you in which will be incorporated a corresponding “nuclear exclusion.” 

Will you please be good enough to inform us of the outcome of your considera- 
tion. 

Yours very truly, 
R. M. BeckwitH, Manager. 


INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., May 28, 1958. 
Nuclear exclusion. 
Extended coverage endorsement. 
Vandalism and malicious mischief endorsement. 


Dear Sir: Following detailed studies by a special committee appointed for 
the purpose it is recommended that early consideration be given to promulgation 
of the following ‘‘Nuclear Exclusion No. 1” designed as a mandatory endorsement 
for attachment to the extended coverage endorsement. It is intended that this 
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will apply pending the printing and distribution of a revised edition of the 
extended coverage endorsement incorporating these provisions : 


“NUCLEAR EXCLUSION NO. 1 


“(This clause must be attached to all policies to which the extended coverage. 
endorsement is attached. ) 

“Attached to and forming part of the extended coverage endorsement attached 
to, ete. (use standard heading). 

“Loss by nuclear reaction or nuclear radiation or radioactive contamination, 
all whether controlled or uncontrolled, is not insured against by this extended 
coverage endorsement, whether such loss be direct or indirect, proximate or re- 
mote, or be in whole or in part caused by, contributed to, or aggravated by 
windstorm, hail, explosion, riot, riot attending a strike, civil commotion, aircraft, 
vehicles or smoke; and nuclear reaction or nuclear radiation or radioactive 
contamination, all whether controlled or uncontrolled, is not ‘explosion’ or 
‘smoke’.” 

We will shortly send to you a recommended revised edition of the extended 
coverage endorsement in which this material will be incorporated immediately 
preceding the war risk exclusion clause, together with a slight revision of the 
latter incorporating a change also recommended by this committee. 

As respects the vandalism and malicious mischief endorsement, it is recom- 
mended that the endorsement applicable in your field be revised to contain the 
following “nuclear exclusion” as the concluding paragraph: 

“Nuclear exclusion: Loss by nuclear reaction or nuclear radiation or radio- 
active contamination, all whether controlled or uncontrolled, is not insured 
against by this endorsement, whether such loss be direct or indirect, proximate 
or remote, or be in whole or in part caused by, contributed to, or aggravated 
by vandalism and malicious mischief.” 

It is felt that the best interests of your members and subscribers will be 
served through early consideration of this recommendation. 

We trust that you will inform us as to the outcome of that consideration. 

Yours very truly, 
R. M. BeckwitH, Manager. 


INTER-REGIONAL INSURANCE CONFERENCE, 
May 23, 1958. 
Mr. H. F. PERLET, 
General Manager, Multi-Peril Insurance Conference, 
New York, N.Y. 


Dear Mr. PeRLET: As a matter of information I enclose copies of letters of 
recommendation relative to nuclear exclusion provisions designed for use with 
the dwelling building(s) special form, the dwelling building(s) and contents— 
broad form, the extended coverage endorsement and the vandalism endorse- 
ment. 

It is the feeling of our special nuclear committee that the “Nuclear Exclusion 
No. 2” constituting a recommended mandatory endorsement for attachment to 
the dwelling building(s) special form and the dwelling building(s) and con- 
tents—broad form should apply in the case of the commercial property form, 
the office contents special form, the industrial property form, and all home- 
owners and comprehensive dwelling policies. 

As respects the manufacturers output policy, in connection with the fire pro- 
gram our committee has prepared the following suggested “nuclear exclusion” 
which we are sending you as a matter of information: 


“NUCLEAR EXCLUSION 


“Loss by nuclear reaction or nuclear radiation or radioactive contamination, 
all whether controlled or uncontrolled, is not insured against by this policy, 
whether such loss be direct or indirect, proximate or remote, or be in whole or in 
part caused by, contributed to, or aggravated by any of the perils insured against 
by this policy.” 

We are sending this letter “nuclear exclusion” to Inland Marine Insurance 
Bureau also as a suggestion of our special committee and as a matter of infor- 
mation to that organization. 

Yours very truly, 


R. M. BecxwitH, Manager. 
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INTER-REGIONAL INSURANCE CONEFRENCE, 
May 23, 1958, 
Nuclear exclusion. 
Mr. H. L. WAYNE, 
General Manager, Inland Marine Insurance Bureau, 
New York, N.Y. 


Dear Mr. Wayne: As a matter of information I enclose copies of letters og 
recommendation relative to certain nuclear exclusions which are being: trang. 
mitted to the fire rating organizations nationwide. 

I also enclose a copy of a letter which I am writing General Manager Perit 
relating to multiperil contracts coming within the purview of multiperil ingyr. 
ance conference. 

In connection with the fire program our special committee has prepared the 
following “nuclear exclusion” which it felt would be suitable for use in each of 
the several IMIB forms and we are sending you this suggested draft as a matter 
of information. 

“NUCLEAR EXCLUSION 


“Loss by nuclear reaction or nuclear radiation or radio contamination, ai 
whether controlled or uncontrolled, is not insured against by this policy, whether 
such loss be direct or indirect, proximate or remote, or be in whole or in part 
caused by, contributed to, or aggravated by any of the perils insured against 
by this policy.” 

Yours very truly, 
R. M. BecKwIitH, Manager. 


West VIRGINIA RATING BUREAU, 
Charleston, W. Va., May 26, 1958. 
Re nuclear clause. 
NATIONAL Boarp OF FIRE UNDERWRITERS, 
New York, N.Y. 
(Attention of Mr. Ray Berry.) 


Dear Mr. Berry: Enclosed is a copy of a letter addressed to the insurance 
department, requesting permission to withdraw the filing of the nuclear clause 
as it applies to the statutory fire insurance policy as used in West Virginia. 

This is in accordance with your telephone request of this morning. We trust 
that it is in full accord with your wishes. 

I talked with the deputy insurance commissioner, Mr. Troy Cox, and he 
assured me that our request for withdrawal will be honored and that we could 
at a later date refile. This subject will therefore be held in abeyance awaiting 
further expression of the desires of the national board committee on laws. 

Your very truly, 
D. G. GREENFIELD, Manager. 


WEsT VIRGINIA RATING BUREAU, 
Charleston, May 26, 1958. 
Re nuclear clause. 


Hon. C. JUDSON PEARSON, 
Insurance Commissioner, State of West Virginia, 
Charleston, W. Va. 


DrAr Mr. PEARSON: We wish to acknowledge your letter of May 20, 1958, with 
respect to filing of a nuclear clause for use in West Virginia. 

Notice has been taken of the objections which you raised with respect to the 
clause and the fact that we may request a hearing on this action of disapproval. 
It would be appreciated if, rather than to have a hearing on the subject at the 
present time, we might be permitted to withdraw the filing made with your 
department with our letter of transmission of April 17, 1958. 

Yours very truly, 
D. G. GREENFIELD, Manager. 
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INTER-REGIONAL INSURANCE CONFERENCE, 
New York, N.Y., May 27, 1958. 
Nuclear clause. 
Mr. J. RayMonp Berry, 
General Counsel, The National Board of Fire Underwriters, 
New York, mY. 
Dear Mr. Berry: I enclose a copy of a letter which I have just received from 
ger Parker of the Western Actuarial Bureau to which is attached a copy 
of a communication to the Fire Insurance Rating Bureau by the Wisconsin In- 
surance Department. 
I am suggesting to Manager Parker that any further action on this matter be 
deferred until he hears from you. 
Yours very truly, 
R. M. Becxwiru, Manager. 


WESTERN ACTUARIAL BUREAU, 
Chicago, Ill., May 26, 1958. 
Mr. R. M. BecKwITH, 
Manager, Inter-Regional Insurance Conference, 
New York, N.Y. 

Deak Mr. BeckwitH: Thus far the nuclear clause (fire) has been approved in 
the States of Illinois, lowa, Kansas, Kentucky, Missouri, Nebraska, and Okla- 
homa, with the effective date to be established later, in accordance with the 
procedure as explained in our letter of May 14. 

Today we have received through the Fire Insurance Rating Bureau the at- 
tached letter signed by Mr. J. Ed. Kennedy, actuary of the Wisconsin Insurance 
Department, which while not actually disapproving the nuclear clauses, requests 
further information and points to the possibility of some trouble in getting these 
accepted. 

We are in complete disagreement with Mr. Kennedy’s point No. 2 which 
would literally mean that under no circumstances would any clarification of 
anything ever be required and it is completely false in contending that a clari- 
fication would confuse the public. Perhaps the contemplated introduction of the 
assumption clauses could be referred to in replying to the department since 
the presence of these will certainly make it clear to the insuring public that 
if a certain coverage must be specifically bought that such coverage would not 
otherwise exist. 

We can prepare a suggested reply which the Fire Insurance Rating Bureau 
could use in answer to the inquiry of the insurance department but in view of the 
statement in your letter of April 4 recommending the nuclear clause, to be the 
effect that should any resistance develop on the part of any insurance department 
that you be promptly informed, we are posting you at this time and shall await 
your suggestion as to whether you feel some other procedure might be in order. 

Yours very truly, 
KenT H. PARKER, Manager. 


WISCONSIN INSURANCE DEPARTMENT, 
Madison, May 21, 1958. 


Nuclear clause (fire) ; nuclear clause (fire)—multiperil policies. 


Fire INSURANCE RATING BUREAU, 
Milwaukee, Wis. 


(Attention of Mr. W. L. Phelps, manager). 


GENTLEMEN: We acknowledge the captioned filing, dated May 12, 1958, and 
enlarged as to multiperil policies by your letter of May 16. 

The statement set forth in your filing letter of May 12 that “the foregoing 
clause is not to be construed in any sense as a limitation or amendment of 
coverage under the standard fire policy but is merely a clarification of intent” 
prompts us to inquire: 

1, In the absence of the proposed clause, will nuclear radiation or radioactive 
contamination losses caused by, contributed to, or aggravated by fire or lightning 
be covered under the present interpretation of the provisions of the Wisconsin 
standard fire policy ? 


47932—60—pt. 7-31 
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2. If your reply to item 1 is in the negative, then the proposed clanse is 
unnecessary and will only confuse the insuring public, who will naturally 
construe its provisions as limitations. 

3. If your reply is in the affirmative, then the proposed clause is a limitation 
rather than a clarification. 

Any limitations resulting from clarifications must reflect legislative intent: 
Interpretations of the statutes being a function of the office of the attorney 
general, this particular matter may have to be referred to said office for a 
ruling. As no nuclear facilities are operating in Wisconsin, the problem is 
rather academic at this time. 

To permit further consideration of this matter, please submit a statement as 
to items 1, 2, and 3 above so that this department may proceed accordingly, 

Very truly yours, 
J. Ep. KENNeEpy, Actuary, 


(Copy to Ambrose Kelly, L. A. V. and J. G. McK) 


MAY 28, 1958, 
Re nuclear clause—West Virginia 
Hon. JosePH A. NAVARRE, 
Commissioner of Insurance, Department of Insurance, 
Lansing, Mich. 

DEAR JOE: The letter of April 24 of the commissioner is purely technical. 

I would like to talk to you and Amby about it when we are in Chicago but I 
can tell you we don’t intend to attach this endorsement to existing contracts, 
We do intend it as mandatory on future contracts whether statutory or not. 
If we are trying to narrow the statutory contract we fail and it seems to me 
everyone ought to know it. Therefore I could not see any harm in this 
endorsement even if you took Pearson’s views of it but we want the public to 
know that nuclear loss is not covered by the fire contract—unless some court 
tells us otherwise—and I don’t believe the court ever will. 

Best regards. 

Sincerely, 
J. RAYMOND Berry, General Counsel. 


STATE OF WEST VIRGINIA, 
INSURANCE DEPARTMENT, 
Charleston, April 24, 1950. 
Re nuclear clause. 


Hon. JosEPH A. NAVARRE 
Commissioner of Insurance, Department of Insurance, 
Lansing, Mich. 


DEAR COMMISSIONER NAVARRE: We have studied your letter of April 7 and the 
report to you from Commissioners Leggett and Bennett. 

We enclose a copy of the endorsement submitted to this department for ap- 
proval. 

By this endorsement the companies would represent that the word “fire” does 
not include nuclear perils when in fact no court has ruled on this question. 

This is the first time to our knowledge that the fire insurance industry has at- 
tempted to restrict an existing contract whether or not subject to statutory 
requirements. This could bea far-reaching precedent. 

Aside from the principles involved, we believe the wording is confusing and 
could be so interpreted as to practically nullify completely a fire and extended 
coverage policy in event of nuclear incidents. 

We believe that the more urgent problem is the protection of the public from 
the results of nuclear perils. Liability insurance is not a complete answer. It 
would appear that a practical solution would be to insure such perils under 
the fire policy. 

In the meantime if an endorsement is to be used we suggest that it should 
be so worded that the commissioner will not usurp the powers of the courts to 
interpret the contract or the power of the legislature to amend or clarify the 
statutory fire policy. 

A member of my staff has recommended the following language: 

“According to the committee on laws of the National Board of Fire Under- 
writers the word ‘fire’ in this policy or endorsement” attached hereto does not 
embrace nuclear reaction or nuclear radiation or radioactive contamination, all 
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her controlled or uncontrolled. To the extent permitted by the laws of this 

et Juding the provisions in regard to a standard fire policy) it is agreed 
State Sanaared ‘in consideration for the writing or continuing in effect of this 
y > mat loss by nuclear reaction or nuclear radiation or radioactive contami- 
a, Ty ot insured against by this policy or said endorsements whether such 
aes direct or indirect, proximate or remote, or whether such nuclear reac- 
om vuclear radiation or nuclear contamination be in whole or in part caused 
Lig at -ibuted to, or aggravated by “fire” or any other perils insured against by 
by, Pair or said endorsements. The company hereby denies coverage for the 
See of nuclear reaction or nuclear radiation or radioactive ee and 
intonds to resist any such claim. However, subject to the foregoing and all pro- 
inten . of this policy, direct loss by “fire” resulting from nuclear reaction or 
foe radiation or radioactive contamination is insured against by this policy.” 
ee eangente that the above would give the insured equal information and 
ond give the companies all the legitimate benefits of the proposed endorse- 
caeae “There would be no misrepresentation of fact as authority for the opin- 
we ie tent the report submitted to you makes no mention of the following 
problems : te 

1. This is a statutory policy. sd 

9, Apparently it is intended that the endorsement be attached to existing 

s. 

ok is proposed that this be a mandatory endorsement. 

4, Language proposed. 

We would appreciate receiving your views on those problems. 

Very truly yours, 


” 


C. JuDsON PEARSON, 
Insurance Commissioner. 


SUBCOMMITTEE OF Laws COMMITTEE ON SENATE ANTITRUST INVESTIGATION 


The subcommittee met on May 29, 1958, at 9:30 a.m. in the executive commit- 
tee room, 12th floor, 85 John Street. All members were present. 

The question of this subcommittee establishing liaison with a member of the 
Senate Judiciary Committee was discussed, and it was concluded that no such 
liaison should be established at this time. 

It was suggested that the 15 items set forth in the analysis of Donald P. 
McHugh’s address to the American Management Association on May 6, 1958, be 
grouped under the following four main headings: Monopoly and restraint of 
trade, bureaus’ operations, rating, and regulation by the States. 

The committee reviewed the desirability of establishing main headings and 
agreed On a grouping of 14 of the 15 analysis items. It was concluded that 
item No. 1, “Rates,” was an omnibus item which required no present action 
by this subcommittee. 

The grouping of the remaining 14 analysis items (2 through 15) together with 
expressions of the committee views on procedure are set forth below. 


I. ELEMENTS OF RATE 


Item 4, “Excessive, inadequate, or unfairly discriminatory” 


Information to be furnished by rating man and interstate rating man (Inter- 
Regional and FIA). Differences in handling class rated business in several 
States was discussed. The subcommittee was not certain as to meaning of 
different tests—did they apply to original filings or to deviations. The question 
was held over for further consideration. 


Item 5, “Profit” 


Information could be obtained from Mr. Donovan's brief, Commissioner Ro- 
gan’s brief, our brief, and commissioner's report. 


Item 6, “Investment income and rates” 


_Information could be obtained from McCullough’s reports, our answer, Roger 
Kenney’s recent article. 


Item 11, “Aviation, ocean marine, reinsurance, A. & H. life” 
This item was not considered at this time. 
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II. COMPULSION BY INSURANCE COMPANIES 


Item 3, “Compulsory uniformity” 


This item was considered an omnibus charge which could be taken care of in 
our answers to items 7, 8, and 9. 


Item 7, “Deviations and independent filing” 


Questions sent to rating bureaus and answers to same should be analyzed ang 
reviewed to decide on next step. 


Item 8, “Alleged indication of efforts to discourage independence” 
Check with rating bureaus of States mentioned. 


Item 9, “Legislative battles on independence” 


Information could be obtained from our files on legislation referred to (New 
York, Massachusetts, Kentucky). ; 


III. COMPULSION BY STATES 


Item 12, “Licensing statutes” 
We would wait and see what they do with insurance commissioners before 
we do anything. 
IV. RATING BUREAU OPERATION 


Item 10, “Rating bureau operation” 


We would send separate questionnaire to rating bureaus. (Mr. Harbison to 
furnish lists of questions which would be sent to other members of this gsub- 
committee. ) 

Vv. CONCENTRATION 


Item 13, “Concentration in the insurance business” 


We should develop figures showing percentage of business in any one group, 
For tendency to pressure into merger, see New York Insurance Department report, 
1958. Individual companies involved in mergers should be prepared to justify 
actions. 


Item 15, “Life insurance” 


Probably not our problem. Mr. Kurth and possibly one other executive in 
other than the life field was involved in the old TNEC investigation. Check on 
this. 


VI. STATE REGULATION 


Item 2, “Deemer clause” 


This item was considered an item of law. We would proceed by seeking an- 
swers to (1) how it worked in practice, at least two people to testify. (2) Overall 
experience has not been prejudicial to public. (3) Congress has used deemer 
device in most fields of Federal regulation. 


Item 14, “Effectiveness of State regulation” 

This was insurance commissioners’ problem, not ours. 

The Inland-Empire situation was discussed in connection with the claim no 
legal means available to support convention examinations. We can assume that 
that question applies to commissioners only. It was suggested the interstate 
features of advisory organizations might be studied. 


Report OF M-1 SvBcOMMITTEE OF NAIC 


The National Bureau of Casualty Underwriters does not concur with recom- 
mendations of the M-1 subcommittee which imply that (1) a rating organi- 
zation must file either a complete package policy or no part of it and (2) a 
member or subscriber of a rating organization may elect to observe either the 
entire filing of the package policy or no part of it, choosing instead to file the 
program independently or to observe the package policy filing as made by another 
rating organization (although certain portions thereof may be clearly within 
the scope of operations of a rating organization with which it is affiliated). 
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We believe that the imposition of any such requirements is contrary to the in- 
tent of existing rate regulatory statutes and would place undue burdens on the 
pormal operations of licensed rating organizations. 

The national bureau is strictly a casualty rating organization, being licensed in 
most States for automobile liability, general liability, residence water damage, 
purglary, glass and boiler and machinery insurance. Several years ago (October 
15, 1952) a special meeting of the National Bureau of Casualty Underwriters was 
called to consider whether the bureau should be authorized to rate noncasualty 
lines of insurance for risks when written in combination with bureau coverages. 
The membership in its wisdom voted in effect not to extend the bureau's present 
scope of operations. However, as the need for multiple line rating procedures 
and package policies was readily recognized, the bureau by vote of its executive 
committee was authorized to cooperate fully with other rating organizatiens in 
their preparation. 

Many examples of effective joint programs may be cited. A few would include 
the comprehensive automobile liability—physical damage contracts involving 
the NAUA and national bureau, the comprehensive 3-D, Army post exchange, 
Navy ship service department, officers’ club and welfare and recreation policies 
involving the Surety Association of America and national bureau, the retro- 
spective plan D, war risk and defense projects rating programs involving the 
national council and national bureau, and more recently the comprehensive dwell- 
ing, homeowner, industrial property, commercial property and manufacturers’ 
output policies involving various local fire rating organizations, the Inland Ma- 
rine Insurance Bureau and the national bureau. 

In each of these programs we cooperate with other duly licensed rating or- 
ganizations in accordance with the provision found in the rate regulatory statutes 
of many States which provide in effect that cooperation among rating organiza- 
tions or among rating organizations and insurance companies in ratemaking or 
any other matters is duly authorized, provided filings resulting from such co- 
operation are subject to all the provisions of the statute which are applicable to 
filing generally. 

The cooperative procedure, whereby each rating organization retains juris- 
diction over the portion of the coverage within the scope of its customary opera- 
tions, was established by the companies in the rating organizations as an effective 
means of developing multiple line coverages without unduly upsetting the normal 
operations of the organization. It has worked effectively with a minimum of 
upset to any party. [Speaking for the national bureau, companies may operate 
independently of the multiple line filings we make in conjunction with other rat- 
ing organizations just as they may operate independently for any casualty cover- 
age. Certain fire rating organizations have extended their licenses to include 
casualty and inland marine coverages not to take over the rating exposures 
other than fire but to make it easy for companies which operate independently for 
casualty and inland marine to have the fire organization file the complete pro- 
gram of the cooperating organizations on their behalf without the need to affili- 
ate with the casualty and inland marine rating organizations. If they prefer, 
these companies may file the casualty and inland marine portions independently 
in most States. ] 

With regard to the cooperative filings, the casualty statutes of many States 
provide in effect that, subject to rules and regulations which have been approved 
by the commissioner as reasonable, a rating organization shall permit any 
insurance company to be a subscriber to its rating services for any kind of 
insurance or subdivision thereof for which it is authorized to act as a rating 
organization. We have construed this to mean that a company cannot expect 
to subscribe to the national bureau for service as respects one particular form 
of policy and not for other policies involving the same basic casualty coverage. 
Similarly, a company may not subscribe for a particular casualty coverage but 
exclude a certain combination policy, for example, which includes that casualty 
coverage. Thus a company’s service subscription does not change depending on 
the manner in which coverages are put together in a contract. Otherwise, a 
company’s whim to add to or modify the coverage in a policy would remove a 
company from national bureau service subscription as respects subdivisions of 
insurance when in some policies and not in others. This would create chaotic 
situations wherein the supervisory authorities, the bureau, and the company 
itself would not know to what extent it retained bureau affiliation. 

Under the circumstances it would be difficult indeed to determine how the 
bureau could (1) appropriately make filings on the company’s behalf, (2) estab- 
lish ratings for risks with exposures of a kind of casualty insurance, some 
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portion of which was included in the service subscription and others of which 
were not, (3) gather statistics only for the portions on which service is obtained 
(4) prepare and distribute bureau circulars to apply only to such portions and 
(5) collect appropriate assessments. Permitting such varieties of subscription 
would not be “reasonable,” as contemplated by law, for any party. 

The above should illustrate why we believe current procedures are far prefer. 
able to the innovations proposed by the M-1 subcommittee. We agree that 
State supervisory authorities may find the current joint filing procedure for 
multiple line package programs somewhat cumbersome. Accordingly, on Coop 
erative multiple line filings we will be willing to join with the other rating 
organizations in designating one such organization as the agency to file on behalf 
of all others, each retaining rating authority over its respective portion. We 
believe this procedure will permit multiple line development to continue on an 
orderly and effective basis. 





TELEPHONE CALL, MAy 29, 1958, From U.S. AviaT1on UNDERWRITERS 
(WHITEHALL 3-6610) 


McHugh, Neville, and Rosenman of the staff of the Senate Antitrust anq 
Monopoly Subcommittee have been at the U.S. Aviation Underwriters since 
Monday, May 26. Smith was away and just got in the office. 

McHugh was present only part of the time. 

The investigators first asked for minute books, and thereafter asked for cor. 
respondence on rating and reinsurance. All these requested documents haye 
been set apart and photostatic copies are being made of the documents requested, 
The originals are being retained at the office. 

I have arranged to look them over on Tuesday, June 3. 

The investigators talked of possibility of hearings the end of July or early 
July. 

Apparently U.S. Aviation Underwriters is in an aviation trade association 
and the investigators are looking for something on price fixing. 

Phoned Associated Aviation Underwriters and talked with Bryon May. He 
gives the same report as did U.S. Aviation Underwriters. The same individuals 
appeared; same procedure. May volunteered to me that they asked for corre 
spondence for 10 years back on rating and reinsurance contracts. He commu- 
nicated with Archie Stevenson when the investigators arrived and Stevenson has 
been guiding the matter since then. 

Apparently the Associated Aviation Underwriters is not in the trade associa- 
tion but is in the Aviation Insurance Rating Bureau, and their statistics are filed 
through the Company Service Bureau. 

J. R. B. 


THE TRAVELERS, 
June 3, 1958, 
Interim committee re Federal investigation. 


Mr. J. RAYMOND BERRY, 
General Counsel, 
The National Board of Fire Underwriters, 
New York, N.Y. 
Dear Ray: It seems to me that we should ask each bureau to develop the fol- 
lowing information by State: 
1. List of members and subscribers on June 1, 1958. 
The record should show the names of: 
(a) Members, stock companies. 
(b) Members, mutual companies. 
(c) Subscribers, all rating services, stock companies. 
(d) Subscribers, all rating services, mutual companies. 
(e) Partial subscribers (showing classes or lines), stock companies. 
(f) Partial subscribers (showing classes or lines), mutual companies. 
2. Fire and allied lines premiums written in 1952 and in 1957. 
The record should show separately for residence and for all other: 
(a) Fire premiums. 
(b) Allied lines premiums, including windstorm, extended cover, ete. 
3. Percentages of written premiums. 
The record should show the percentage of the 1952 and of the 1957 premiums 
written by each of the groups included in the six subdivisions under 1 above— 
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jus the percentage of the premiums written by companies acting independently 
of bureaus either wholly or in part. 


4, The average premium written by bureau companies in 1957. 
This record should be divided into residence and all other and should also 


be divided into 1-year, 3-year, and 5-year policies. 


5. List of deviations. 
The record should show : 

(a) The number of deviations requested. 

(b) The number of hearings re deviations. _ 

(c) The number of deviation requests which were opposed. 

(d) The number of deviation requests which were granted by the insur- 
ance commissioner. 

(e) The number of deviations which applied to broad general classes. 

(f) The number of deviations which applied to narrower classifications. 

6. Statement of ratemaking procedure. 
This would involve an exposition in some detail of the following: 

(a) The main lines of demarcation between class rates and schedule 

es. 
ery The loss statistics applicable to various class rates and to the basic 
rates underlying schedule rating. 

(c) The manner in which the loss statistics are requested from the com- 
panies by the bureau. 

(d) The check or audit made upon the loss statistics furnished to the 
bureau by the companies. 

(e) Number of basic classifications. 

(f) Number of rating classifications. 

(g) Statistical record, if any, of schedule rating credits and debits. 

(h) Expense statistics. 

(i) The manner in which expense statistics are requested from the com- 
panies by the bureau. 

(j) The check or audit made upon expense statistics furnished to the 
bureau of the companies. 

(k) Breakdown, if any, of the separate elements of expense: 

(1) Aequisition. 
(2) General administrative. 
(3) Claim administrative. 
(4) Boards and bureaus. 
(5) Profit. 
(6) Taxes. 
(1) Bureau committees in charge of ratemaking: 
(1) Number of committees. 
(2) Number of members on each committee. 
(3) Extent of rotation in membership on committees. 
(4) Number of meetings held annually. 
(5) Seope of authority. 
(6) Is attendance at meetings permissible by other than committee 
members? 

(m) Judgment factors used in determination of classifications and rate 
changes. 

(n) Method of determination of rates to be filed. 

(0) Part played by advisory organizations. 

(p) Number of filings made for fire, extended cover—separately for 
residence and other—in 1952 and following. 

I do not mean to suggest that this enumeration of points is in any way 
exhaustive of the subject. A final statement of ratemaking procedure should 
be sufficiently detailed to cover all areas which might be the subject of 
inquiry or examination. 

Mr. McHugh, in his address of May 6, 1958, stated that the subcommittee 
will focus its attention on the operation of typical rate bureaus. It seems to 
me fair to assume that the subcommittee will do just that and its examina- 
will be far reaching. 

7. Underwriting profit or loss by line. 
This record should show the underwriting profit or loss in terms of percentages 


of premiums for residence and all other lines separately for fire and for allied 
lines - each of the years from 1952 through 1957, if the bureaus maintain such 
records, 
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8. Constitution and bylaws. 

I think that we should have a copy of the constitution and a copy of the 
bylaws of each rating organization for examination. 

9. Record of action taken on application for subseribership. 

A record should be obtained from each bureau of the number of applications 
received by it for subscribership for all rating services and for partial subscriber. 
ship and the action taken by the rating organization with respect to each such 
application, including the dates of application and the date on which the petition- 
ing company was informed of the action taken. The record should also show 
all decisions of insurance commissioners and of courts in connection with appli- 
cations for subscriberships or proposed rules in relation to subscribership. 

My preference would be to have questionnaires along the lines herein suggested 
completed by all fire rating bureaus as soon as possible. I think the question- 
naire should be scrutinized carefully to make sure that all points have been 
covered, particularly in relation to item 6. 

Very sincerely, 
HvucH Harsison, Counsel, 


(Copy to L. A. V. and J. G. McK.) 
JUNE 3, 1958. 
Re nuclear clause. 
Mr. D. G. GREENFIELD, 
Manager, West Virginia Rating Bureau, 
Charleston, W. Va. 
DEAR Mk. GREENFIELD: Thanks for yours of May 25. 
Your action is precisely in accordance with our telephone request. 
Yours very truly, 
J. RAYMOND Berry, General Counsel. 


TENNESSEE INSPECTION BUREAU, 
Nashville, Tenn., June 4, 1958. 
Proposed procedure for filing multiple line contracts—Vorys of Ohio. 
Mr. K. H. PARKER, 
Manager, Western Actuarial Bureau, 
Chicago, Ill. 

Dear Mr. ParRKER: We took the liberty to mention this subject to our insur- 
ance commissioner, Mr. Arch Northington, and we asked him to do some deep 
thinking on any proposed procedure which Mr. Vorys might recommend, explain- 
ing to him at the same time that we understood this gentleman formerly repre 
sented the North America Companies as attorney, and that the procedure would 
no doubt follow very closely that which the North America has tried to create 
from multiple line insurance. 

Mr. Northington assured me that we had too many bureaus now and we 
would be much better off if we could cut out some of them and have less bureaus 
do this work. And from some of the other things he said we feel rather confi- 
dent that he will not follow Mr. Vorys’ line of thinking in regard to procedure 
for multiple line insurance. 

We simply thought you would like to have this information. 

Yours very truly, 
JouHN F. Lee, Manager. 





NUCLEAR CLAUSE 


Meeting in national board room. 

Present: Luke D. Lynch, John A. Curley, and T. J. Healy of Mendes and 
Mount, Felix Hargrett, H. Clay Johnson, and J. Raymond Berry. 

The meting boiled down to this—that Lynch delivered copies of John Lewis’ 
letter of May 22. (Mr. Lewis is chairman of Llyod’s Underwriters’ Fire & Non- 
Marine Association subcommittee on atomic energy insurance risks, USA). 

Lynch and Lewis expressed the hope that the laws committee would be open- 
minded on the question of possible legislative action to supplement the present 
interpretative approach. 
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Johnson and Berry both believed that the law committee would not only be 
openminded but would be receptive to a proper opportunity for obtaining legisla- 
tive relief. 

Lynch then suggested that if legislative relief were sought, did we not think 
we could get a statement of exclusion without qualification. Johnson expressed 
the belief that this was a possibility and in this expression Berry concurred. 

Lynch then asked how long it would be before the interpretative program was 

nerally introduced and Berry said the program would probably be completed, or 
nave failed, by the end of the summer. 

It was agreed that Lynch could call on Berry from time to time as to its 
progress. 

J.R.B. 


INTER-REGION AL INSURANCE CONFERENCE, 
New York, June 4, 1958. 
Mr. J. RAYMOND Berry, 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 

Deak Ray: You will note from the enclosure that the nuclear clause has been 
promulgated in some 20 States outside of the Middle West. 

I am not certain that it has been filed in all of the Middle Western States; my 
opinion is that it is pretty well taken care of in that field on an open effective 
date basis. 

Sincerely yours, 
R. M. BecKwItTH, Manager. 


Nuclear clause approvals as of June 4, 1958 


Effective date 
I si Spas ces dn ces nh mcepn pee aise econo a ee May 8 
I ct el cig mnie eben ee sepee oe Seah ae al Sea Apr. 23 
I i as cage sinensis soi dian ap Sinica alcoptnalaipate teagan May 19 
I orcs senpnyerao-esysesapnanarpnepsararennatorsnnneniagatsensnenaetarerasgeetiiiltinmmneti ates aibiictial May 8 
I cs ens hina th eb ah oats acon aches ca cctcaiate tanks aaaae eee May8 
ic nd iin einen cea Scien shoe secetien ea sapomad bab aaaneaeta aaa eee July 1 
I anima ce ction cca ies ws dition es cimvalatp css aa a apna ao alban emma May 22 
as Sasaki en ta to cen ab coe tp aneneianeenela cel dapbeteiaieinnpiaserng ta meee Apr. 2: 
I it nen ss es ch ices en na nen borpcig hom wiles aes tata es Pia June 15 
I iene cen etina onbehec oaahpoepiniosaaiiah purer ented aen eae Apr. 23 
nah asc op nap se nn dm language mk aolagpelipaeieak cee ak mea June 15 
ni encapeccincibmpapenien ate gush cares anmoecrooepenanin soars asamp Apr. 19 
a ices pista ip arts mee an aae ns eo nb ont bw ds en en baenivatc cn esata te nas June 15 
I a ic anata eaiianiaenetr nai woaieghah eases casemate ie ea eae Apr. 30 
cea niin togticbnscs te oo op ae Se ao May 19 
I nh en ding ew ss omen mn ccc pm mentees his ec r e Apr. 23 
I a cscs nape ccna cra ns inl ao ta alba nial Ae atacaat ea Mays 
eth i seein oben il coe pe es aaa aa Apr. 23 
a cy aiden cs meester oslab bp tn env acllas-wan eea ae a Oe ee May 23 
Ts se whence ew ls nsec ot cao ea Mayl 


(Original copy, showing corrections of November 13, 1958) 


Report OF THE ALL-INDUSTRY COMMITTEE ON STATISTICAL RATING AND FILING 
PROBLEMS OF MULTIPLE LINE CONTRACTS TO THE M-—1 SUBCOMMITTEE OF THE 
RATES AND RATING ORGANIZATIONS COMMITTEE OF THE NAIC 


In accordance with the proposals of certain industry groups made at the 
meeting of the M—1 subcommittee of the rates and rating organizations commit- 
tee of the NAIC held on June 9 and June 10, 1958, and in conformity with 
requests made to the industry at that time by the M-1 subcommittee, an all- 
industry committee composed of the following organizations and companies was 
formed for the purpose of reviewing the report, draft May 19, 1958, of the M-1 
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subcommittee and suggesting such revisions or amendments therein as it deemed 
proper : 

American Institute of Marine Underwriters. 

American Mutual Insurance Alliance. 

Associated Factory Mutual Fire Insurance Companies. 

Association of Casualty & Surety Companies. 

Inland Marine Insurance Bureau. 

Insurance Company of North America. 

Inter-Regional Insurance Conference. 

Multi-Peril Insurance Conference. 

Mutual Insurance Advisory Association. 

Mutual Insurance Rating Bureau. 

National Association of Casualty & Surety Agents. 

National Association of Independent Insurers. 

National Association of Insurance Agents. 

National Association of Insurance Brokers. 

National Association of Mutual Insurance Agents. 

National Association of Mutual Insurance Companies. 

National Automobile Underwriters Association. 

National Board of Fire Underwriters. 

National Bureau of Casualty Underwriters. 

Surety Association of America. 

Transportation Insurance Rating Bureau. 

The initial meeting of the all-industry committee was held in New York on 
July 14, 1958. Representatives of all members of the committee were present, 


I, AGREEMENTS REACHED BY THE COMMITTEE AT ITS INITIAL MEETING 


(a) Interline rating the basic problem: That the basic problem is one of 
interline or multiple-line rating on an integrated or composite basis and not the 
rating of a new line of insurance. (Insert.) 

(b) Review of all aspects of the problem: That careful review should be 
made of all aspects of the problem. 

(c) Various aspects of the problem: That, subject to amplification during 
review, the following constitute all aspects of the problem: 

1. The exact scope and meaning of interline rating. 

2. Jurisdiction and ratemaking functions of rating bureaus: The jurisdiction 
and ratemaking functions of rating bureaus as they now exist—fire, casualty, 
inland marine, and surety—in the development of and in relation to interline 
rating. Can interline rating be handled through existing bureaus and, if not, 
is it necessary to have a new bureau for interline rating? 

3. Rate filings by bureaus acting together: Filings with insurance departments 
of rates and rating rules by two or more bureaus when they act together in the 
development of the filings to be made. The so-called hand-in-hand filings of the 
bureaus acting together have created difficulties for insurance departments. 
Simplicity of handling and responsibility for the filing are two of the basic 
elements involved. 

4. Rate filings by bureaus acting with independent insurers: Filings with 
insurance departments of rates and rating rules made by one or more bureaus 
and an independent insurer when they act together in the development of the 
filings to be made. This situation occurs when an insurer is a member of or 
subscriber to one or more rating organizations for one or two kinds or divisions 
of insurance and acts independently of rating bureaus in another kind or division 
of insurance, and the interline rating involvés these several kinds or divisions 
of insurance. Is the insurer bound by its membership or subscribership in the 
bureaus for a part of the filing or does the interline rating limit its membership 
or subscribership responsibility to the bureau and may it function in filing 
through an agency arrangement with the bureaus? 

5. Scope of partial subscriberships in rating bureaus: Meaning and applica- 
tion of the different partial subscribership provisions in the casualty and surety 
and in the fire, marine and inland marine rate regulatory laws. Does the sub- 
scriber to a rating bureau with respect to individual lines automatically become 
a subscriber to the multiple-line filings of the bureau or may it be independent 
as to interline rating? 
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g. Deviations: Meaning and application of the different deviation provisions 
j the casualty and surety and in the fire, marine and inland marine rate 
a jatory laws. Do the separate provisions apply separately to the several 
es of the filing or is the deviation to be governed by the rule applicable to the 

dominant coverage or is the highest common denominator of the different 
yry laws to apply? 
eee powers a aeamene licensing of insurers; licensing of agents ; 
taxes : Recognition and handling of the basic problem as one of interline rating 
does not create any problem or question with respect to the charter powers of 
insurers, the licensing of insurers, the licensing of agents, or taxes by kind of 
insurance. Problems and questions on all of these points would arise, however, 
if interline rating were to be considered as creating a new kind of insurance. 

(d) Final report of committee: That after review of the various aspects of 
the problem the final report of the committee is to be tied into the M-1 subcom- 
mittee report, draft of May 19, 1958. ; : 

(e) Working committee: That a working committee of the all-industry com- 
mittee be appointed to review all of the items and report back to the parent 
committee, with copies of the minutes of the working committee to be sent to the 
full committee. : ‘ 

The following were nominated to the working committee : 

Mr. J. Raymond Berry, National Board of Fire Underwriters. 

Mr. P. G. Buffinton, Associated Factory Mutuals. 

Mr. C. M. Close, Multi-Peril Insurance Conference. 

Mr. C. H. Graves, Mutual Insurance Rating Bureau. 

Mr. John Hamilton, American Mutual Insurance Alliance. 

Mr. George S. Hanson, National Association of Insurance Agents. 

Mr. Hugh Harbison, National Board of Fire Underwriters. 

Mr. Vestal Lemmon, National Association of Independent Insurers. 

Mr. M. W. Mays, Multi-Peril Insurance Conference. 

Mr. H. F. Perlet, Multi-Peril Insurance Conference. 

Mr. W. B. Pugh, Jr., Insurance Co. of North America. 

Mr. William Rodda, Transportation Insurance Rating Bureau. 

Mr. B. Shaw, National Association of Insurance Brokers. 

Mr. W. A. Stringfellow, National Association of Mutual Insurance Agents. 

Mr. Elmer A. Twaits, National Bureau of Casualty Underwriters. 

Mr. Harold L. Wayne, Inland Marine Insurance Bureau. 

Mr. John C. Weghorn, National Association of Casualty & Surety Agents. 

(f) That the chairmanship of both committees be rotated and that Mr. H. FP. 
Perlet, representing the Multi-Peril Insurance Conference, be appointed perma- 
nent secretary of both committees. 


II. MEETINGS OF THE WORKING COMMITTEE 


Meetings of the working committee were held on July 14, July 15, July 25, 
September 10, October 2, and October 3. 

Representatives of the New York Insurance Department attended all meetings. 

Representatives of the Ohio Insurance Department attended the meetings on 
September 10, October 2, and October 3. 

All items referred to at the July 14 meeting of the all-industry committee were 
discussed at length. 

Agreement was reached on the following points: 

(1) Definition of interline rating: ‘Multiple line rating shall mean an inte 
grated rating of two or more of the following lines of insurance which are subject 
to the rate regulatory laws of the several States codes: 

“1. Fire and allied lines. 
“2. Casualty and surety (including automobile physical damage). 
“3. Inland marine. 
“Integrated rating shall mean rating which provides for either— 
“1. an indivisible policy premium ; or 
“2. a composite policy premium ; or 
“3. a combination of both.” 

(2) Charter powers of insurers; licensing of insurers; licensing of agents; 

taxes: No problems are presented with respect to the charter powers of insurers, 


licensing of insurers, licensing of agents, or taxes if interline rating is accepted 
as the basic problem. 
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(3) Handling through administrative regulations: It was agreed that the 
problem should be handled administratively under existing law if possible and 
that there should be recourse to legislation only in the event it is shown that the 
problem cannot be met through administrative regulations within the framewor, 
of existing rate regulatory statutes. 

It was not possible to reach unanimous agreement with respect to the other 
items involved. 

III. COMMENTS 


A. Comments relating specifically to the M-1 subcommittee report 


(1) Rating bureaus may assume jurisdiction to the extent they are qualified 
to do so: The following provisions of the rate regulatory laws approved by the 
NAIC authorize rating bureaus to assume jurisdiction to the extent they are 
qualified to do so. 

Casualty 


“Section 6. Rating Organization: (a) A corporation * * * may make 
application to the commissioner for license as a rating organization for such 
kinds of insurance or subdivisions thereof as are specified in its application 
and shall file therewith * * * (4) a statement of its qualifications as a rating 
organization. If the commissioner finds that the applicant is competent, 
trustworthy, and otherwise qualified to act as a rating organization and 
that its constitution, articles of agreement, or association or certificate of 
incorporation, and its bylaws, rules and regulations governing the conduct 
of its business conform to the requirements of law, he shall issue a license 
specifying the kinds of insurance or subdivisions thereof for which the appli- 
cant is authorized to act as a rating organiaztion.” 


Fire 


Section 6. Rating Organizations: (a) (The provision is the same as that 
contained in the Casualty law except that the words “kinds of insurance, or 
subdivision or class of risk or part or combination thereof” are used in place 
of the words, “kinds of insurance or subdivisions thereof.’ ) 

Assuming the rating organization can demonstrate that it is properly qualified, 
it has unquestioned authority to specify the scope and extent of jurisdiction which 
it wishes to assume in accordance with the provisions of law here quoted. Thus, 
the rating bureau may properly assume jurisdiction, if it so desires, over the 
kinds of insurance or subdivisions thereof “for casualty and surety”®* or over 
“the kinds of insurance or subdivisions or’ [a] class of risk or [a] part or 
combination thereof “for fire and inland Marine” for the rating of such insurance 
by itself and for the rating of such insurance on an integrated or composite basis 
with other insurance; or may properly assume jurisdiction, if it so desires, for the 
rating of the insurance only when rated by itself or for the rating of the insurance 
only when it is rated on an integrated or composite basis with other insurance. 

A rating organization is given the same latitude under the law and should 
be given the same latitude under the law to determine the scope of the jurisdic- 
tion which it wishes to assume as is given under the general insurance law to an 
insurer to determine the kinds of insurance which it wishes to be empowered or 
licensed to write. 

(2) It is desirable that rating bureaus operate within the jurisdiction which 
they wish to assume: Rating bureaus which rate the predominant part of the 
fire, casualty, and inland marine business, which is rated through rating organ- 
izations, believe that it is desirable and necessary at the present time to con- 
tinue jurisdiction over the insurance which they rate, irrespective of whether 
the insurance is rated separately or is rated in combination with other insur- 
ance on an indivisble or composite rate basis, in order to coordinate the rating 
of lines when rated separately with the rating of such lines when rated in com- 
bination with other lines. It is their opinion that both the experience and rules 
applicable to the separate and combination rating need careful comparative 
analysis and the consideration of the several rating organizations which are 
charged with the responsibility of the rating of the several lines. 

These rating bureaus as they now exist are expert in the rating of their several 
respective fields. This expert rating knowledge is now available for the rating 


1 Revisions printed in italic. 
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of the several lines, whether rated separately or in combination, without duplica- 
tion and without the conflicts which they believe would be inevitable if the 
game line were to be rated in one rating organization when rated separately and 
were to be rated in another organization or independently when rated in com- 
pination with other lines. 

Other qualified rating bureaus may wish to operate upon a different jurisdic- 
tional basis and may be empowered to do so. 

(8) Subscribership provisions of rate regulatory laws do not lessen or 
qualify the jurisdiction assumed by rating bureaus: The pertinent provisions of 
the rate regulatory laws approved by the NAIC as to the permissible scope of 
gubscribership to rating services read as follows: 


Casualty 


“Section 6. Rating organizations: 
* * * * * * * 


“(b) Subject to rules and regulations which have been approved by the 
(commissioner) as reasonable, each rating organization shall permit any 
insurer, not a member to be a subscriber to its rating services for any kind 
of insurance or subdivision thereof for which it is authorized to act as a 
rating organization. * * *” 

Fire 


Section 6. Rating organizations: 
* * * * * + * 


“(b) Subject to rules and regulations which have been approved by the 
(commissioner) as reasonable, each rating organization shall permit any 
insurer, not a member to be a subscriber to its rating services for any kind 
of insurance, subdivision, or class of risk or part or combination thereof for 
which it is authorized to act as a rating organization. * * *” 

The right to subscribership in casualty, subject to reasonable rules and regul- 
lations, is “for any kind of insurance or subdivision thereof’ for which it is 
authorized to act as a rating organization. The right to subscribership in fire, 
subject to reasonable rules and regulations, is “for any kind of insurance, sub- 
division, or class of risk or part or combination thereof” for which it is authorized 
to act as a rating organization. 

There is nothing in the casualty wording or in the fire wording which suggests 
or implies that there is any right or privilege in the subscriber to assert a posi- 
tion that it may have the subscribership apply to a kind of insurance or to a 
subdivision thereof or to a class of risk or to a part or to a combination thereof 
only when it is rated alone or only when the insurance is rated in combination 
with other insurance. 

It is the right of the qualified rating organization to assume such jurisdiction 
as it wishes with respect to a kind of insurance or subdivision thereof, in casualty, 
and with respect to a kind of insurance, subdivision, or class of risk or part or 
combination thereof, in fire, and may properly, as has been pointed out, exercise 
that jurisdiction for the rating of the insurance separately and for the rating of 
the insurance in combination with other insurance on an indivisible or composite 
rate basis. 

(4) Recommendations in M-—1 subcommittee report (draft, May 19, 1958) for 
breakdown of jurisdiction of rating bureaus on interline rating pose identical 
problem with respect to integrated intraline rating: The recommendations of 
the M-1 subcommittee report that subscribership to a rating bureau for the 
rating of a kind of insurance or subdivision thereof or class or combination 
thereof should not be binding upon the insurer when the rating of that insurance 
is integrated with the rating of other insurance subject to a different rate regula- 
tory law, are limited to what is defined in that report as ‘“‘an integrated package 
of coverages which includes any two or more of the following kinds of insurance 
using their customary definition: (1) Fire and allied lines, (2) casualty, (3) 
surety, and (4) inland marine.” 

These recommendations have no support or basis in the rate regulatory laws. 
No different case can be established for the breakdown of subscribership on 
interline rating than can be made for the breakdown of subscribership on 
intraline rating. If, as a matter of law, it could properly be argued that a 
subscriber to a rating bureau for a kind of insurance or a subdivision thereof 
is wholly free of the rules and rates of the bureau for that kind of insurance 
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or subdivision when the rating of it is integrated with another kind or sub- 
division of insurance, the subscriber would be free of the bureau on intraline 
integrated rating as well as on interline integrated rating. 

Upon the theory underlying the recommendations advanced in the M-1 sub- 
committee report, an insurer could become a subscriber to a rating bureay for 
the rating of fire and extended cover when rated separately and be wholly free 
and independent of the bureau with respect to the integrated rating of fire anq 
extended cover, even though the bureau assumed jurisdiction over the integrated 
rating. 

Similarly, a company could become a subscriber to a rating bureau for the 
rating of automobile bodily injury liability and automobile property damage 
liability when rated separately and be wholly free and independent of the bureau 
with respect to the integrated rating of the two coverages even though the 
bureau assumed jurisdiction over the integrated rating as well as over the 
separate rating. 

It is submitted that the rate regulatory laws do not permit and should not 
permit any such concept either in relation to interline rating or intraline 
rating. 

(5) Deviations: The rate regulatory laws approved by the NAIC differ in their 
provisions relating to deviations principally as follows: 


Casualty 


“Section 7. Deviations: Every member of or subscriber to a rating organi- 
zation shall adhere to the filings made on its behalf by such organization 
except that any such insurer may make written application to the (com- 
missioner) for permission to file @ uniform percentage decrease or increase 
to be applied to the premiums produced by the rating system so filed for a 
kind of insurance, or for a class of insurance which is found by the (com- 
missioner) to be a proper rating unit for the application of such uniform 
percentage decrease or increase, or for a subdivision of a kind of insurance 
(1) comprised of a group of manual classifications which is treated as a 
separate unit for ratemaking purposes, or (2) for which separate expense 
provisions are included in the filings of the rating organizations, * * * 
The (commissioner) shall issue an order permitting the modification for 
such insurer to be filed if he finds it to be justified and it shall thereupon 
become effective. * * *” 

Fire 


“Section 7. Deviations: Every member of or subscriber to a rating organi- 
zation shall adhere to the filings made on its behalf by such organization 
except that any such insurer may make written application to the (com- 
missioner) for permission to file a deviation from the class rates, schedules, 
rating plans, or rules respecting any kind of insurance, or class of risk within 
a kind of insurance, or combination thereof. * * * The (commissioner) 
shall issue an order permitting the deviation for such insurer to be filed if 
he finds it to be justified and it shall thereupon become effective. * * *” 

[The differences are printed in italic.) 

Percentage modifications or deviations in the integrated rates developed in 
interline rating may, accordingly, be authorized when justified but deviations 
in rating plans or rules may be atuhorized only in respect to the part or parts 
of the insurance to which the fire rate regulatory laws are applicable. 

There would appear to be no reason for any relaxation of the deviation pro- 
visions applicable to the kinds of insurance or subdivisions thereof which are 
brought together and made subject to interline rating. 

(6) Insurers have no right of choice generally as to which rate regulatory law 
is to apply: The rate-regulatory bills approved by the NAIC contain the follow- 
ing provisions with respect to their application and with respect to the right of 
an insurer to designate which act is to apply in the few instances in which the 
regulation may be under both laws. 


Casualty 


“Sec. 2. Scope or Act.—This act applies to casualty insurance (1), in 
cluding fidelity, surety and guaranty bonds, and to all other forms of motor 
vehicle insurance, on risks or operations in this State, except: 


* ~ * * * * * 
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"Ef dny kind of insurance, subdivision or combination thereof, or type of 
coverage, subject to this act, is also subject to regulation by another rate 
regulatory act of this State, an insurer to which both acts are otherwise 
applicable shall file with the (commissioner of insurance), hereinafter re- 
ferred to as (commissioner), a designation as to which rate regulatory 
act shall be applicable to it with respect to such kind of insurance, sub- 
division or combination thereof, or type of coverage.” 


Fire 


“Sec. 2. Scope or Act.—This act applies to fire, marine, and inland marine 
insurance, on risks located in this State. * * * 

“This act shall not apply: 

* * * * * = +. 

*“(d) To motor-vehicle insurance nor to insurance against liability arising 
out of the ownership, maintenance, or use of motor vehicles. 

“Tf any kind of insurance, subdivision or combination thereof, or type of 
coverage, subject to this act, is also subject to regulation by another rate 
regulatory act of this State, an insurer to which both acts are otherwise 
applicable shall file with the (commissioner), a designation as to which 
rate regulatory act shall be applicable to it with respect to such kind of 
insurance, subdivision, or combination thereof, or type of coverage.” 

[Emphasis added. ] 

Thus, it is clear that the Casualty and Surety Act applies only to casualty 
and surety insurance and to all forms of motor vehicle insurance; that the Fire, 
Marine, and Inland Marine Act applies only to fire, marine, and inland marine 
insurance, but not to motor vehicle insurance; that there is, in general, no 
right of choice as to which rate regulatory law is to apply; and that the right 
of designation as to which act is to apply is limited to the very few instances 
in which [insurance] @ particular kind of insurance or subdivision or combina- 
tion thereof which is subject to regulation under one act is also subject to 
regulation under another act. Examples of this limited field in which election 
is permissible are water damage, sprinkler leakage, and personal property 
floater, which are classified in the insurance laws of a number of States both 
as casualty insurance[s] and as fire insurance[s]. 


B. General comments 


(1) Requirements and rules of rating bureaus impose no restrictions what- 
ever on insurers operating independently of bureaus: Insurers which operate 
wholly independently of rating bureaus are not affected or restricted in any way 
by bureau requirements, rules, or procedures. 

Insurers which operate in part independently of rating bureaus are not affected 
in any way by bureau requirements, rules, or procedures with respect to that 
part of their operations which they are conducting independently of rating 
bureaus. 

Subject to the requirements of law, such insurers are entirely free to develop 
forms and coverages separate and apart from bureau forms and coverages to 
whatever extent they believe there is demand for different forms and coverages, 
provided, of course, that the rates for such different forms and coverages must 
meet the statutory standards. 

(2) Latitude possible for members and subscribers of rating bureaus through 
deviation provisions: Insurers which are members of or subscribers to rating 
bureaus are entitled under the rate regulatory laws to seek modification and 
deviation from the filings of the bureaus to the extent authorized by the rate 
regulatory laws. The commissioner is empowered to permit a requested modi- 
fication or deviation “if he finds it to be justified.” 

Thus, the deviation sections grant a certain latitude with respect to filings 
of the rating bureaus, provided, the commissioner is satisfied that the departure 
sought by the petitioning insurer is justified. 

(3) Protection of minority interests by “appeal by minority” section of the 
rate regulatory laws: Section 8 of the rate regulatory laws approved by the 
NAIC is the “appeal by minority” section. The fire law and the first paragraph 
of the casualty law are identical. [The casualty law contains an additional 
option of appeal to the commissioner with respect to expense provisions. ] * 





*Move this sentence as amended to start a new paragraph before the sentence which 
begins “Thus, insurers’, etc. 
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Under the “appeal by minority” section, both members of and subscribers to 
rating organizations have the right to appeal to the commissioner “from the 
action or decision of such rating organization in approving or rejecting any 
proposed change in or addition to the filings of such rating organizations * * *» 
and the commissioner is required either to approve the action or decision of the 
rating organization or to direct the rating organization to give further cop. 
sideration to such proposal, “or, if such appeal is from the action or decision 
of the rating organization in rejecting a proposed addition to its filings, he may 
in the event he finds that such action or decision was unreasonable, issue an 
order directing the rating organization to make an addition to its filings, on 
behalf of its members and subscribers, in a manner consistent with his findings 
within a reasonable time after the issuance of such order.” : 

Thus, insurers which wish to avail themselves of the advantages of the 
services performed by rating bureaus, either as members or subscribers, may do 
so with the assurance given them by these provisions of the rate regulatory laws 
of the right to be heard by the commissioner in relation to appeal or rejection 
by the rating bureau of any proposed change in or additions to the filings of the 
bureau. 

Any insurer which wants to be completely free of rating bureau requirements, 
rules, and procedures should operate independently. On the other hand, an 
insurer which seeks the advantages of rating bureau services through member- 
ship or subscribership does not thereby sacrifice the opportunity of urging its 
own views and being heard by the commissioner when it is in the minority. The 
appeal by minority section guarantees all members and subscribers that this 
opportunity shall be open to them. 

(4) Necessity of recognition of the value of services performed by rating 
bureaus and the need of protection of bureaus in the performance of those 
services: The advantages of casualty, fire, and inland marine insurance rating 
bureaus to the public generally and to all insurers whether they operate inde- 
pendently or as members of or subscribers to the bureaus are well recognized 
generally. 

The rating bureaus are by far the most stabilizing force supporting the whole 
easualty and fire insurance system in the United States. They provide the 
classification procedures, and the actuarial data upon which the financial solvency 
of the entire system is predicated. It is probable that only the largest insurers 
could exist at all in the fire, inland, marine, and casualty flelds if it were not 
for the rating bureaus, for without the benefit of the statistical and actuarial 
data gathered, compiled, and maintained by the bureaus, most insurers would 
have no credible base for the determination of coverages and rates because 
their own experience would be too meager for such purposes. The bureaus 
necessarily require general adherence to the coverages and forms developed by 
them so that the experience will be homogeneous. Obviously, no credible ex- 
perience base could be developed unless the bureau members and subscribers 
use forms and coverages which are substantially identical. 

The rate regulatory laws as they presently exist offer every insurer its choice 
as to whether it wishes to operate wholly or in part independently of rating 
bureaus or wholly or in part within rating bureaus. The laws and the rules 
and requirements with respect to total subscribership and with respect to 
partial subscribership are not onerous, neither are they in any way prejudicial 
to subscribers. 

The laws, rules, and regulations governing membership in and subscribership 
to rating bureaus should continue to be of such a nature as will be sufficiently 
protective of the integrity and usefulness of the rating systems employed by 
the bureaus so that the bureaus can continue in the performance of the services 
rendered by them. Neither the laws nor the regulations governing the operation 
of rating bureaus should be changed in any manner which will tend to hamper 
or destroy the services which the bureaus are now performing. 


IV. RECOMMENDATIONS 


The undersigned members of the all-industry committee recommend: 
1. That the M-1 subcommittee report, draft May 19, 1958, be not adopted for 
the reasons stated herein and in part ITI of this report. 
It is believed— 
(a) That the procedures recommended in the M-1 subcommittee report 
are unnecessary to accomplish administrative facility in the handling and 
consideration of interline rate filings by insurance departments ; 











THE INSURANCE INDUSTRY 4293 


(b) That the suggested breakdown of rating bureau jurisdiction is con- 
trary to law and contrary also to sound practice ; 

(c) That the suggested choice by insurers of the rate regulatory law to 
be applicable to interline rate filings is contrary to law and contrary also 
to sound practice; and 

(d) That the suggested breakdown of applicable rate regulatory laws in 
relation to deviations is contrary to law and contrary also to sound practice. 

9 Interline rating: That the basic problem be recognized as one of interline 
rating as defined in part II of this report. 

3. Right of rating bureaus to determine scope of their jurisdiction: That it 
pe recognized that rating bureaus have the right under existing rate regulatory 
laws to determine the scope of their jurisdiction over the kinds of insurance 
with respect to which they are authorized to act as rating organizations, and 
that, accordingly, they have the right to have that jurisdiction apply to such 
lines irrespective of whether the lines are separately rated or are rated in 
combination with other lines on an indivisible or composite rate basis. 

4. Single joint rate filings by bureaus when acting together : That fire, casualty, 
and inland marine bureaus which cooperate in interline rating make single joint 
filings in their respective names and that such joint filings be transmitted to 
insurance departments by one of the cooperating bureaus which is to be desig- 
nated as the filing organization, with the request that any notice or question 
pertaining to the filings or any part thereof be directed by the insurance depart- 
ment to the filing organization. 

It is believed that such joint filings would avoid all of the complications and 
multiplicity of filing data incident to hand-in-hand filings and that as a practical 
matter joint filings so handled may be processed as easily and simply, so far as 
insurance departments are concerned, as though but a single rating bureau were 
involved. 

The several cooperating rating bureaus, by making a joint filing through a 
designated filing organization, would function in such a manner as to give to 
insurance departments complete administrative facility in the receipt and han- 
dling of the interline rate filings and at the same time would retain their respec- 
tive jurisdictions over the several lines involved. 

Statement of the exact procedure proposed is stated in exhibit A attached 
hereto. 

5. Single rate filings by bureaus acting with independent insurers: That joint 
filing procedure comparable to that proposed in recommendation (4) be adopted 
when the filing is jointly by one or two bureaus and an insurer, with the insurer 
authorizing one of the participating rating bureaus to file as the filing organiza- 
tion. 

6. Scope of partial subscriberships in rating bureaus: That it be recognized 
that when a bureau assumes jurisdiction of a kind of insurance or subdivision 
thereof in casualty or for a kind of insurance, subdivision or class of risk, or a 
part or combination thereof in fire or inland marine and does so without any 
qualification as to whether the insurance is rated separately or is rated in com- 
bination with other insurance on an indivisible or composite rate basis, partial 
subscribership in the rating bureau for such insurance necessarily applies upon 
the same basis as that upon which the rating bureau assumes jurisdiction. The 
provisions of the rate regulatory laws approved by the NAIC clearly support 
this position. 

7. Deviations: That deviations from filings be authorized, when justified, to 
the extent, but only to the extent, that the separate deviation provisions of the 
casualty and fire rate regulatory laws permit. 

Percentage deviations in the integrated rates developed in interline rating 
may, accordingly, be granted when justified, but deviations in rating plans or 
rules may be granted only with respect to the part or parts of the insurance to 
which the fire rate regulatory laws are applicable. 

8. Adoption of recommendations contained herein: That the recommendations 
contained herein be adopted in place of the recommendations contained in the 
M-1 subcommittee report, draft May 19, 1958. 

Administratively, the single joint filings should eliminate all of the admin- 
istrative difficulties which have been present in the so-called hand-in-hand filings. 

The recommendations contained herein involve no problem of any significance 
with respect to members, subscribers, or partial subscribers of rating bureaus. 
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If the procedure herein recommended is adopted, the needs of the insuring 
public will be served properly and well and to the same extent in relation to 
interline rating as has been the case and is now the case in relation to intraline 
rating. 

Exuipit A.—INTERLINE INSURANCE FILING PROCEDURE 


State rate regulatory laws generally permit cooperation among rating organi- 
zations or rating organizations and insurers in all matters within the scope of 
such laws. Pursuant to such laws, the organizations subscribing hereto desire 
to and do establish the simplified and orderly procedure hereinafter set forth 
which has been developed to comply with the filing requirements relative to 
interline insurance, meaning thereby the integrated rating of two or more of the 
following lines of insurance which are subject to the rate regulatory laws of 
the several State codes: 

(1) Fire and allied lines. 
(2) Casualty and surety (including automobile physical damage). 
(3) Inland marine. 

1. Upon adoption of an interline rating program by two or more rating organi- 
zations, one such organization shall be designated by them to file the entire 
program on behalf of the participants. The organization so designated shall be 
referred to as the filing organization. 

2. These rules of procedure shall in no way alter the jurisdiction of the 
participating bureaus over their respective portions of interline insurance, 
Thus, for example, if a fire bureau is selected as the filing organization, it wil] 
exercise no jurisdiction or discretion with respect to the casualty or inland 
marine portions. 

3. The filing organization shall not make a filing with the State supervisory 
authorities until all participating rating organizations have authorized such 
filing. The authorization shall be transmitted to the filing organization in 
duplicate and one copy of the authorization letter shall be attached to and 
made part of the filing. 

4. The filing organization is authorized by the participating organizations to 
receive all communications from the insurance department concerning the filing. 
Copies of all such communications shall be transmitted promptly by the filing 
organization to all other participating rating organizations. Replies to such 
communications shall be transmitted to the supervisory authorities through the 
filing organization, with copy thereof being sent to all other participating rating 
organizations. 

5. Each participating rating organization retains the right to appear as a 
party thereto at any hearing concerning portions of a filing coming within the 
scope of its jurisdiction. 

6. The filing organization is authorized to establish the effective date of the 
filing. 

7. The filing organization will notify all participating rating organizations 
when filing has been made and the proposed effective date. 

8. Copy of application for a deviation received by the filing organization shall 
be sent to all participating rating organizations. The filing organization shall 
not waive right of hearing on any deviation which pertains to a portion of the 
filing not under its direct jurisdiction. Participating rating organizations shall 
collaborate concerning applications for deviations. 

9. The filing organization may, upon authorization of a company not affiliated 
with another participating rating organization for one or more portions of the 
filing, make the filing on behalf of such company. 





REvisep M~—1 SuBCOMMITTEE REPORT 
I. SITUATION 


A. Multiple line legislation as enacted in most States did not reckon with the 
existing rating laws; in fact, in most instances the rating laws were not touched. 
Consequently, although the drafters of multiple line legislation in the various 
States may have, and in some cases did, anticipate the probability of one com- 
pany writing both fire and casualty coverages in a single policy, the laws 
presently contain no definition of the term “multiple line.” This has created 
uncertainty as to whether a single multiple line package should be treated as 
fire, or casualty, or as something new and different. 
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Few, if any, formalized agreements have been reached or published on filing 
procedures for multiple line contracts. 

No existing statutory definition of what constitutes a “kind” or “class” of 
insurance has been found truly adequate under which to treat with multiple line 
contracts. 

B. Multiple line packages are filed by bureaus and independently by com- 

nies. In some instances, a single bureau makes a filing of a complete package. 
In other instances, several bureaus will make a hand-in-hand filing of a complete 

ckage, with each bureau filing its respective component. 

c. The increase in partial subscribership to various rating bureaus presents 
a difficult administrative situation because of the divergent attitudes of com- 
panies and bureaus toward the question. 


II, PROBLEMS 


A. State insurance departments have permitted the hand-in-hand filing con- 
cept to develop. This tends to force some companies into affiliation with bureaus 
with which they would not otherwise become affiliated in order to write a single 
package in certain States. There is some question as to whether such a require- 
ment is of service to the concept of controlled State regulation pursuant to Public 
Law 15. 

B. The practical problems presented by the situation are many and varied 
and arise out of the difficulties insurance departments, under the present arrange- 
ment, companies and bureaus have in knowing or agreeing on which multiple 
line package has been, or should be, filed by which bureau or bureaus or which 
companies are independent for which packages. The examples of this confusion 
are only partially illustrated in the following questions. 

1. When a company is only a member of a fire bureau which, on a hand-in- 
hand basis, has filed a dwelling multiple line package and the company files a 
dwelling multiple line package which is similar to the bureau’s package, but 
differs in rates, rules and coverages, is the company making an independent 
filing or deviating? If it is deviating, and if, for example, the only dissimilarities 
are in the casualty and/or marine portions of the package, which of the three 
joint-filing bureaus is entitled to a hearing on the matter? 

2. When a fire bureau has filed a dwelling multiple line package, when should 
it permit a company to use its facilities for writing regular dwelling business 
but limit subscribership to exclude the multiple line package? When a fire 
bureau agrees to limit subscribership to exclude dwelling multiple line packages, 
should it permit a company to use its facilities for writing regular dwelling 
business? Fire bureaus have prevented subscribers from being excluded from 
the comprehensive dwelling policy packages but have allowed the same com- 
panies to be excluded from the homeowners policy package—to wit: certain 
subscribers have had the homeowners policy filed for them by TIRB (and form- 
erly MPIRO). 

3. When a fire bureau has filed a mercantile or manufacturing multiple line 
package, should the bureau permit a company to use bureau facilities for writing 
regular mercantile or manufacturing insurance and at the same time limit sub- 
scribership to exclude the multiple line packages? 

4. It has been said that an increase in partial subscribership to bureaus will 
cause a decline in bureau income and may adversely affect the bureau’s ability 
to make basic rates. In answer to this, it has been suggested that a reasonable 
assessment could be allowed the respective bureaus for use of basic rates, pred- 
icating such charge on a percentage of package premiums. 

5. Do hand-in-hand filings create a cumbersome, expensive and impractical 
multiplicity of effort? 

6. What license should an insurance department issue to a bureau, or combina- 
tion of bureaus, for hand-in-hand filing? 

7. Should a bureau be permitted to make any filing involving a kind or class 


_of insurance for which it does not make its own rates? 


8. If a bureau is making a hand-in-hand filing of a multiple line package and 
if one of the bureau members or subscribers has a deviation filing then in force 
on a kind or class of insurance that is a component of the multiple line package, 
should the deviation apply to the multiple line package too? Should this be an 
automatic or incidental application of the deviation to the package? Should 
this be true for both divisible and for indivisible premium packages—for ex- 
ample, homeowners and comprehensive dwelling? 
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9. What are the criteria for distinguishing between divisible and indivisibje 
packages? Is the distinction pertinent to filing procedures? 

10. Should multiple line packages stand alone for both rates and statistica] 
data? Some kinds or packages of coverage do—for example, auto comprehensive 

roperty extended coverage. 

ann When 6 bureau makes ‘ change (such as the recent term rule revision) 
for a kind or class or type of insurance, should there be an automatic change in 
any multiple line package that includes, or is based on, the same type of insur- 
ance? Should the result be the same even though the multiple line package is 
written for only one term—for example, homeowners policy is a 3-year only 

jot 
er Are those companies which contend they are pressured into joining 
bureaus in order to be able to write multiple line packages subjected to harass- 
ment by those bureaus which believe that all bureau filings are to be con- 
sidered paramount and vital and that any departure from their filings must 
be measured against the bureau filing? If so, is filing as an independent the 
only alternative available to such companies? 
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III. RECOMMENDATIONS 


These recommendations are in two parts. Part A is suggested for immediate 
adoption by NAIC as a guide to insurance departments to provide a basis for 
reasonably uniform or consistent treatment of multiple line filings. Part B 
involves a suggestion for a complete review of existing legislation (not neces- 
sarily to result in revisions). 

A. It is recommended : 

1. That, with respect to the recommendations contained in this report only, 
the words “multiple line package” be defined as “an integrated package of cover- 
ages which includes any two or more of the following kinds of insurance using 
their customary trade-usage definitions: (1) fire and allied lines, (2) casualty, 
(3) surety, and (4) inland marine.” 

2. That, wherever State statutes prescribe different treatment for fire filings 
than for casualty filings, it be highly recommended by the respective insurance 
departments that the filer of a multiple line package which includes fire and 
allied lines and/or inland marine coverages designate the fire section of such 
statutes as the section under which such multiple line package filing be treated. 
It is not intended that this recommendation affect any coverage now properly 
defined solely as “inland marine.” 

3. That any rating bureau wishing to file a specific multiple line package shall 
assume full responsibility for the filing of such complete package. This recom- 
mendation would not prevent two or more bureaus from filing identical or 
similar packages; it would only be necessary for a company to choose which 
(if either) bureau it wished to have file such package for it and enable it, if it 
so desired, to limit its affiliation with other bureaus to exclude services on that 
package(s). A company filing such a package independently would simply limit 
its affiliation with all bureaus to exclude such package. 

4. That any such single filer, whether a bureau or independent company, 
shall file and support, in accordance with law, the rates, rules, and forms and 
statistical plan for the complete package and be prepared to discuss with insur- 
ance departments the validity of all parts of the filing. This recommendation 
would not necessitate additional staffing by any bureau since qualified and 
competent advice is now available to such bureaus from the various advisory 
and statistical organizations being maintained by the same companies main- 
taining the rating bureaus. 

5. That any company licensed to write multiple line coverages shall be per- 
mitted thus either to (1) affiliate with any single bureau which has filed or 
may file a package the company wishes to write, or (2) file such package inde- 
pendently. Having affiliated with a bureau for a package a company may either 
(1) follow the filing of the bureau, (2) file for permission to deviate from such 
bureau filing, or (3) withdraw from the bureau for such package and file inde- 
pendently. 

6. That any filing for a deviation from a multiple line package filing made 
by 2 single bureau shall entitle only such single bureau and the deviator to be 
heard on such deviation. 

7. That deviations as to rules and forms as well as rates be permitted on the 
casualty portions of multiple line packages (as it is on fire and inland marine 
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portions ) pursuant to recommendation 2 of this report. Deviation section 
gntentionally different. Lengthy research done. 

8 That the subscribership agreement of any bureau making multiple-line 
filings shall permit subscribership to exclude any specific multiple-line package 
or packages, without regard for subscribership status on other kinds or classes. 
For example, a company shall be permitted to subscribe to a fire bureau for the 
dwelling coverages written under regular fire policies, and at the same time 
be permitted to be independent for any multiple line packages. 

9, That each rating bureau, which has filed or may wish to file multiple-line 
package programs, shall obtain a new authorization from each of its subscriber 
companies to indicate clearly what kinds, classes, and packages each company 
currently authorizes the bureau to file on its behalf. Such reauthorization shall 
clearly indicate the option referred to in recommendation 8, above. 

A bureau may wish to ask its subscribers to commit themselves to bureau 
filing services for “all multiple-line package policies filed or to be filed” subject, 
of course, to the possibility of subsequent withdrawal by a company as to any 
specific package. 

10. That if a coverage or package being filed by a company is substantially 
the same as a coverage or package already filed for that company by a bureau, 
and if the company has not specifically limited its bureau subsecribership to 
exclude such coverage or package, the company filing shall be considered as a 
deviation even though the rating formulas involved may be entirely different 
from that filed by the bureau. The simple addition or subtraction of “fringe 
benefits” or subclasses of insurance to or from that coverage or package will 
not be considered as a significant change in the basic nature of the insurance 
being provided. 

B. Legislative review : 

It is recommended that this subcommittee make a complete study of existing 
rate regulatory statutes to determine whether any revision thereof is necessary 
and advisable to further implement the proper treatment of multiple-line package 
policies and, if so, to develop a model bill to encompass any such revisions. 


IV. RESULTS EXPECTED 


A. A clearer understanding among bureaus, companies, and insurance depart- 
ments as to the proper treatment of multiple line policy filings and a reasonable 
uniformity in such treatment among the several States. 

B. Clarification of the present and future status of companies as to how 
to qualify, pursuant to the various rating laws, to write multiple-line coverages. 

C. Significant reduction in time and expense now required in making multiple 
line filings, simplification of procedures, and uniformity in such procedures 
among the several States, all of which should result in savings to the com- 
panies, bureaus, and insurance departments. Such savings will inure ultimately 
to the benefit of the insurance buying public. 

D. Establishment of a sound and reasonably controlled yet not unnecessarily 
rigid basis for further progress in development of new forms of coverage. 


Vv. COMMUNICATIONS 


If the recommendations outlined in section III of this report are adopted by 
the rates and rating organization committee and if these recommendations are 
further adopted by the National Association of Insurance Commissioners, it is 
recommended that section III. A. of this report be transmitted, in its entirety, 
to each State insurance department, insurance company, rating bureau, and 
advisory organization, and that the transmission be by a letter, from the presi- 
dent of the NAIC, that indicates formal NAIC approval and adoption of the 
recommendations themselves and the principles underlying each recommendation. 


VI. DETAILS 


This section contains general statements of fact in support of the recommen- 
dations contained in section III. Also included are references to pertinent court 
and/or insurance department actions and specific situations that elaborate upon 
the problems and explain some statments previously made. 

A. Definition of multiple line: 

A definition of multiple line is needed because there is no statutory definition 
and no clear agreement within the industry upon the subject. 
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For example, the term has been applied erroneously to such contracts as the 
DDD—a contract which is clearly casualty and fidelity. 

The recommended definition is concise and workable. 

B. Apply fire rules: 

Multiple line contracts or packages are predominately fire and marine in 
their coverages and rates. 

Existing statutes for the treatment of fire insurance generally provide for 
prior approval and for an annual review of deviations. In the past, most juris- 
dictions have required that multiple line packages be filed pursuant to the fire 
rating law. 

©. Single bureau concept : 

This will remove the basis for the alleged coercion, hereinbefore mentioned 

Multiple line package rates are made by the various advisory organizations, 
These organizations have the technical competence to advise any bureau on a 
complete package. 

Filing by a single bureau will eliminate all confusion as to which companies 
are properly filed for which packages, and in what manner. 

As a practical matter there will be an elimination of an enormous and 
expensive duplication of effort, paperwork, and personal contact. 

PD. Partial subscribership : 

Court decisions have permitted companies to maintain independence for al] 
insurance applying to habitational risks and at the same time subscribe to the 
fire bureaus for various other kinds, types, and classes of insurance (Cullen y. 
Bohlinger, appeal dismissed, 350 U.S. 803, 76 S. Ct. 56; Pacific Fire Rating 
Bureau et al. v. Insurance Company of North America et al., 6336, Arizona, 1958). 

Many fire bureaus have permitted companies to take independent action on 
the homeowners policy and still maintain full subscribership for all other facili- 
ties of the fire bureau. This has been true in New York, West Virginia, Indiana, 
Michigan, South Carolina, Connecticut, Rhode Island, Ohio, Maryland, Penn- 
sylvania, Delaware, Iowa, and in other States. 

Certain insurance departments have taken the position that subscribers to a 
fire bureau which has made a filing of a multiple line package are properly 
qualified to write that package, unless the subscriber has specifically limited its 
subscribership to exclude the multiple line package. 

Historically, special coverages have been written independent of fire bureau 
filings on grain, feed, lumber, and certain manufacturing risks by companies 
otherwise maintaining full subscribership to fire bureau facilities. 

The manufacturers’s output policy is classifiable under fire bureau procedures 
but is written under filings made by MPIRO and by companies acting inde- 
pendently. 

Multiple location forms were filed at their inception by the Interstate Under- 
writers Board (instead of by the fire bureau) for companies which belonged to 
the fire bureaus. 

Coverages which might be termed multiple line packages have been filed 
and written as inland marine insurance and have been classed as inland marine 
under the nationwide marine definition. 

E. Comment and observation: All multiple line packages should be considereé 
as separate and complete entities as insurance instruments and should be so 
treated in all matters involving rating techniques, filing procedures, statistical 
reporting, and statutory proceedings. 


MEMORANDUM—INTERLINE RATING 
(M-1 NAIC subcommittee report) 


The subcommittee, known as the M-1 subcommittee, of the rates and rating 
organizations committee of the NAIC had prepared for consideration at the June 
1958 meeting of the NAIC a report dealing with statistical, rating, and filing 
problems of multiple line contracts. 

Various representatives of the industry recommended at the June meeting 
that an all-industry committee be formed to work out divergencies of opinion 
within the industry with respect to the report. An all-industry committee was 
formed. The M-1 subcommittee deferred action on the proposed report until 
the December 1958 meeting of the NAIC, so that it might give consideration at 
that time to the all-industry report. 
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The M-1 subcommittee report, in its present form, contains a number of recom- 
mendations which are contrary to present bureau procedure in connection with 
multiple line contracts. Some of the recommendations contained in that report 
are stated in exhibit A attached hereto. 

Pursuant to action taken by the laws committee at its June 18, 1958, meeting, 
Mr. H. Clay Johnson, chairman, appointed a subcommittee of the laws com- 
mittee, composed of Messrs. Hugh Harbison, chairman, John R. Barry, Philip S. 
Brown, Nicholas Dekker, Charles A. Loughin, Archie M. Stevenson, and William 
H. Tribou, to study multiple line problems which are the subject of the NAIC 
M-1 subcommittee report and which are also the subject of proposed changes in 
the New York insurance law. 

Acting in conformity with tentative conclusions reached at meetings of the sub- 
committee of the laws committee, Mr. J. Raymond Berry and Mr. Hugh Harbison 
have attended meetings of the all-industry committee and a working subcom- 
mittee of that committee and proposed, as personal views, at those meetings: 

(1) That the all-industry committee undertake initially a thorough review 
of all aspects of the problem. 

(2) That the problem be recognized as one of interline or multiple line rating 
on an indivisible or composite rate basis, and that the problem not be regarded 
as one of rating a new line of insurance. 

(3) That the problem should be handled administratively under existing laws, 
if possible, and that there be recourse to legislation only in the event that it be 
shown that the problem cannot be met through administrative regulations within 
the framework of the existing rate regulatory statutes. 

(4) That bureaus—fire, casualty, and inland marine—desire to continue the 
rating of the respective lines subject to their several jurisdictions, irrespective 
of whether the lines are separately rated or are rated in combination with other 
lines on an individual or composite rate basis; and that it is desirable and neces- 
sary at the present time to continue on this basis in order to coordinate the 
rating of lines when rated separately with the rating of such lines when rated in 
combination with other lines. 

(5) That in order to enable insurance departments to act upon interline rating 
developed by two or more bureaus with the same ease and facility as thongh a 
single bureau were making the filing, a joint filing be made in each instance 
by the bureaus making the filing with one bureau designated to transmit the 
filing to the insurance department and to receive from the insurance depart- 
ment all advices from the insurance department with respect to the filing. Such 
designated bureau would have the responsibility of bringing to the attention of 
the bureau or bureaus concerned any or all matters with respect to which ques- 
tions might be raised by the insurance department. 

(6) That partial subscribership in a rating organization for a kind of insur- 
ance or a subdivision thereof, or for a class or risk or part or combination there- 
of, should be upon a basis which applies to the rating of that insurance, irrespec- 
tive of whether the rating is for that insurance alone or is for that insurance 
when incorporated in interline rating. 

(7) That deviations be applicable upon the basis stated in the existing casualty 
and fire and marine rate regulatory laws. Under existing laws a rating devia- 
tion is permissible on the percentage basis of the composite rate, but deviations 
are permitted with respect to forms and rules only in relation to such parts of 
the compositely rated insurance as are subject to the fire and marine rate regu- 
latory law. 

At a meeting of the subcommittee of the laws committee, held September 23, 
these positions were adopted by the subcommittee as a recommended course of 
action, with Mr. Stevenson objecting to certain parts of the report and in 
particular to paragraphs (4), (6), and (7). 

The National Association of Independent Insurers and the Insurance Co. of 
North America are in disagreement with paragraphs (4), (5), (6), and (7) of 
the laws subcommittee proposal. They have so indicated at the several meetings 
of the all-industry committee and its working subcommittee. Their position is 
that there should be complete freedom of action with respect to interline rating 
for companies which are otherwise members of or subscribers to bureaus. 

It was suggested strongly by those members of the all-industry committee 
who represented the views of the bureaus that such action in relation to interline 


eens might be wholly destructive of bureaus and the continuance of rating by 
ureaus. 
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Exuisir A—EXxcerPts FRoM REPORT DraFt, May 19, 1958, M-1 SUBCOMMITTRRE 
or NAIC 


* * * * * * 


III. RECOMMENDATIONS 
* * + * * 

A. It is recommended : 

1, That, with respect to the recommendations contained in this report only 
the words “multiple line package” be defined as “an integrated package of cov. 
erages which includes any two or more of the following kinds of insurance ysj 
their customary trade-usage definitions: (1) Fire and allied lines, (2) casualty 
(3) surety, and (4) inland marine.” : 

2. That, wherever State statutes prescribe different treatment for fire filings 
than for casualty filings, it be highly recommended by the respective insurance 
departments that the filer of a multiple line package which includes fire anq 
allied lines and/or inland marine coverages designate the fire section of such 
statutes as the section under which such multiple line package filing be treated, 
It is not intended that this recommendation affect any coverage now properly 
defined solely as “inland marine.” 

38. That any rating bureau wishing to file a specific multiple line package 
shall assume full responsibility for the filing of such complete package, * * * 
A company filing such a package independently would simply limit its affiliation 


with all bureaus to exclude such package. 
4, * * * 


* 


5. That any company licensed to write multiple line coverages shall be per. 
mitted thus either to (1) affiliate with any single bureau which has filed or 
may file a package the company wishes to write, or (2) file such package 
independently. * * * 

6. * * * 

7. That deviations as to rules and forms as well as rates be permitted on the 
easualty portions of multiple line packages (as it is on fire and inland marine 
portions) pursuant to recommendation 2 of this report. 

8. That the subscribership agreement of any bureau making multiple line 
filings shall permit subscribership to exclude any specific multiple line 
package or packages, without regard for subscribership status on other kinds or 
classes. For example, a company shall be permitted to subscribe to a fire 
bureau for the dwelling coverages written under regular fire policies, and at 
the same time be permitted to be independent for any multiple line packages, 


* * * * * * * 


RepPorT OF THE ALL-INDUSTRY COMMITTEE ON STATISTICAL RATING AND FILine 
PROBLEMS OF MULTIPLE LINE CONTRACTS TO THE M-—1 SUBCOMMITTEE OF THE 
RATES AND RATING ORGANIZATIONS COMMITTEE OF THE NAIC 


In accordance with the proposals of certain industry groups made at the 
meeting of the M—1 subcommittee of the rates and rating organizations com- 
mittee of the NAIC held on June 9 and 10, 1958, and in conformity with requests 
made to the industry at that time by the M-1 subcommittee, an all-industry 
committee composed of the following organizations and comnanies was formed 
for the purpose of reviewing the report, draft May 19, 1958, of the M-1 sub- 
committee and suggesting such revisions or amendments therein as it deemed 
proper : 

American Institute of Marine Underwriters, American Mutual Insurance 
Alliance, American Reciprocal Insurers, Associated Factory Mutual Fire Insur- 
ance Companies, Association of Casualty & Surety Companies, Inland Marine 
Insurance Bureau, Insurance Co. of North America, Inter-Regional Insurance 
Conference, Multi-Peril Insurance Conference, Mutual Insurance Advisory Asso- 
ciation, Mutual Insurance Rating Bureau, National Association of Casualty & 
Surety Agents, National Association of Independent Insurers, National Associa- 
tion of Insurance Agents, National Association of Insurance Brokers, National 
Association of Mutual Insurance Agents, National Association of Mutual Insur- 
ance Companies, National Automobile Underwriters Association, National Board 
of Fire Underwriters, National Bureau of Casualty Underwriters, Surety Associ- 
ation of America, Transportation Insurance Rating Bureau. 

The initial meeting of the all-industry committee was held in New York on 
July 14, 1958. Representatives of all members of the committee were present. 





(a) 
line ‘ 
rating 
Jnsur 
of Ne 





TEE 


ly, 
)V- 


ty, 
gs 
ce 
nd 
ch 


pe 


T- 


8 


le 
le 
rT 


it 
3 


THE INSURANCE INDUSTRY 4301 


I. AGREEMENTS REACHED BY THE COMMITTEE AT ITS INITIAL MEETING 


(a) Interline rating the basic problem: That the basic problem is one of inter- 
line or multiple line rating on an integrated or composite basis and not the 
rating of a new line of insurance. (Representatives of the American Reciprocal 
Insurers, Associated Factory Mutual Fire Insurance Companies, Insurance Co. 
of North America, and the National Association of Independent Insurers under- 
stood this to be for discussion purposes only. ) 

(b) Review of all aspects of the problem: That careful review should be made 
of all aspects of the problem. 

(c) Various aspects of the problem: That, subject to amplification during 
review, the following constitute all aspects of the problem : 

1. The exact scope and meaning of interline rating. 

2. Jurisdiction and ratemaking functions of rating bureaus: The jurisdiction 
and ratemaking functions of rating bureaus as they now exist—fire, casualty, 
inland marine, and surety—in the development of and in relation to interline 
rating. Can interline rating be handled through existing bureaus and, if not, is 
itnecessary to have a new bureau for interline rating? 

8. Rate filings by bureaus acting together: Filings with insurance depart- 
ments of rates and rating rules by two or more bureaus when they act together 
in the development of the filings to be made. The so-called hand-in-hand filings 
of the bureaus acting together have created difficulties for insurance depart- 
ments. Simplicity of handling and responsibility for the filing are two of the 
pasic elements involved. 

4. Rate filings by bureaus acting with independent insurers: Filings with 
insurance departments of rates and rating rules made by one or more bureaus 
and an independent insurer when they act together in the development of the 
filings to be made. This situation occurs when an insurer is a member of or 
subscriber to one or more rating organizations for one or two kinds or divisions 
of insurance and acts independently of rating bureaus in another kind or division 
of insurance, and the interline rating involves these several kinds or divisions of 
insurance. Is the insurer bound by its membership or subscribership in the 
bureaus for a part of the filing or does the interline rating limit its membership 
or subscribership responsibility to the bureau and may it function in filing 
through an agency arrangement with the bureaus? 

5. Seope of partial subscriberships in rating bureaus: Meaning and applica- 
tion of the different partial subscribership provisions in the casualty and surety 
and in the fire, marine, and inland marine rate regulatory laws. Does the 
subscriber to a rating bureau with respect to individual lines automatically 
become a subscriber to the multiple line filings of the bureau or may it be inde- 
pendent as to interline rating? 

6. Deviations: Meaning and application of the different deviation provisions 
in the casualty and surety and in the fire, marine, and inland marine rate 
regulatory laws. Do the separate provisions apply separately to the several 
parts of the filing or is the deviation to be governed by the rule applicable to 
the predominant coverage or is the highest common denominator of the dif- 
ferent rate regulatory laws to apply? 

7. Charter powers of insurers; licensing of insurers; licensing of agents; 
taxes: Recognition and handling of the basic problem as one of interline rating 
does not create any problem or question with respect to the charter powers of 
insurers, the licensing of insurers, the licensing of agents, or taxes by kind 
of insurance. Problems and questions on all of these points would arise, how- 
ever, if interline rating were to be considered as creating a new kind of in- 
surance. 

(d@) Final report of committee: That after review of the various aspects of 
the problem the final report of the committee is to be tied into the M-—1 sub- 
committee report, draft of May 19, 1958. 

(e) Working committee: That a working committee of the all-industry com- 
mittee be appointed to review all of the items and report back to the parent 
committee, with copies of the minutes of the working committee to be sent to 
the full committee. 

The following were nominated to the working committee: 

Mr. J. Raymond Berry, National Board of Fire Underwriters. 

Mr. P. G. Buffinton, Associated Factory Mutuals. 

Mr. C. M. Close, Multi-Peril Insurance Conference. 

Mr. C. H. Graves, Mutual Insurance Rating Bureau. 
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Mr. John Hamilton, American Mutual Insurance Alliance. 

Mr. George S. Hanson, National Association of Insurance Agents. 

Mr. Hugh Harbison, National Board of Fire Underwriters. 

Mr. Vestal Lemmon, National Association of Independent Insurers. 

Mr. M. W. Mays, Multi-Peril Insurance Conference. 

Mr. H. F. Perlet, Multi-Peril Insurance Conference. 

Mr. W. B. Pugh, Jr., Insurance Co. of North America. 

Mr. William Rodda, Transportation Insurance Rating Bureau. 

Mr. B. Shaw, National Association of Insurance Brokers. 

Mr. W. A. Stringfellow, National Association of Mutual Insurance Agents, 

Mr. Elmer A. Twaits, National Bureau of Casualty Underwriters. 

Mr. Harold L. Wayne, Inland Marine Insurance Bureau. 

Mr. John C. Weghorn, National Association of Casualty & Surety Agents, 

(f) That the chairmanship of both committees be rotated and that Mr. H, p. 
Perlet, representing the Multi-Peril Insurance Conference, be appointed perma- 
nent secretary of both committees. 


II. MEETING OF THE WORKING COMMITTEE 


Meetings of the working committee were held on July 14, July 15, July 25, 
September 10, October 2, and October 3. 

Representatives of the New York Insurance Department attended all meetings, 

Representatives of the Ohio Insurance Department attended the meetings on 
September 10, October 2, and October 3. 

All items referred to at the July 14 meeting of the all-industry committee 
were discussed at length. 

Agreement was reached on the following points: 

(1) Definition of interline rating: 

“Multiple line rating shall mean an integrated rating of two or more of the 
following lines of insurance which are subject to the rate regulatory laws of 
the several State codes: 

“1. Fire and allied lines. 
“2. Casualty and surety (including automobile physical damage). 
“3. Inland marine. 
“Integrated rating shall mean rating which provides for either: 
“1. An indivisible policy premium, or 
“2. A composite policy premium, or 
“3. A combination of both.” 

(2) Charter powers of insurers; licensing of insurers; licensing of agents: 
taxes: No problems are presented with respect to the charter powers of in- 
surers, licensing of insurers, licensing of agents, or taxes if interline rating is 
accepted as the basic problem. 

(3) Handling through administrative regulations: It was agreed that the 
problem should be handled administratively under existing law if possible and 
that there should be recourse to legislation only in the event it is shown that 
the problem cannot be met through administrative regulations within the 
framework of existing rate regulatory statutes. 

It was not possible to reach unanimous agreement with respect to the other 
items involved. 

III, COMMENTS 


A. Comments relating specifically to the M-1 report 


(1) Rating bureaus may assume jurisdiction to the extent they are qualified 
to do so: The following provisions of the rate regulatory laws approved by the 
NAIC authorize rating bureaus to assume jurisdiction to the extent they are 
qualified to do so. 

Casualty 


Section 6 rating organizations: 

“(a) A corporation * * * may make application to the commissioner for 
license as a rating organization for such kinds of insurance or subdivisions 
thereof as are specified in its application and shall file therewith * * * 
(4) a statement of its qualifications as a rating organization. If the com- 
missioner finds that the applicant is competent, trustworthy, and otherwise 
qualified to act as a rating organization and that its constitution, articles 
of agreement or association or certificate of incorporation, and its bylaws, 
rules, and regulations governing the conduct of its business conform to 
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the requirements of law, he shall issue a license specifying the kinds of 
insurance or subdivisions thereof for which the applicant is authorized to 
act as a rating organization.” 

Fire 


Section 6 rating organizations: 

“(a) (The provision is the same as that contained in the casualty law 
except that the words ‘kind of insurance, or subdivision or class of risk or 
part or combination thereof’ are used in place of the words ‘kinds of insur- 
ance or subdivisions thereof’.)” 

Assuming the rating organization can demonstrate that it is properly qualified, 
it has unquestioned authority to specify the scope and extent of jurisdiction 
which it wishes to assume in accordance with the provisions of law here quoted. 
Thus, the rating bureau may properly assume jurisdiction, if it so desires, over 
the kinds of insurance or subdivisions thereof for casualty and surety or over 
the kinds of insurance or subdivisions or class of risk or part or combination 
thereof for fire and inland marine for the rating of such insurance by itself and 
for the rating of such insurance on an integrated or composite basis with other 
insurance; Or may properly assume jurisdiction, if it so desires, for the rating 
of the insurance only when rated by itself or for the rating of the insurance 
only when it is rated on an integrated or composite basis with other insurance. 

A rating organization is given the same latitude under the law and should 
be given the same latitude under the law to determine the scope of the jurisdic- 
tion which it wishes to assume as is given under the general insurance law to an 
insurer to determine the kinds of insurance which it wishes to be empowered 
or licensed to write. 

(2) It is desirable that rating bureaus operate within the jurisdiction which 
they wish to assume: Rating bureaus which rate the predominant part of the 
fire, casualty, and inland marine business, which is rated through rating organi- 
zations, believe that it is desirable and necessary at the present time to con- 
tinue jurisdiction over the insurance which they rate, irrespective of whether 
the insurance is rated separately or is rated in combination with other insur- 
ance on an indivisible or composite rate basis, in order to coordinate the rating 
of lines when rated separately with the rating of such lines when rated in 
combination with other lines. It is their opinion that both the experience and 
rules applicable to the separate and combination rating need careful comparative 
analysis and the consideration of the several rating organizations which are 
charged with the responsibility of the rating of the several lines. 

These rating bureaus as they now exist are expert in the rating of their sev- 
eral respective fields. This expert rating knowledge is now available for the 
rating of the several lines, whether rated separately or in combination, without 
duplication and without the conflicts which they believe would be inevitable 
if the same line were to be rated in one rating organization when rated sepa- 
rately and were to be rated in another organization or independently when rated 
in combination with other lines. 

Other qualified rating bureaus may wish to operate upon a different jurisdic- 
tional basis and may be empowered to do so. 

(3) Subseribership provisions of rate regulatory laws do not lessen or qualify 
the jurisdiction assumed by rating bureaus: The pertinent provisions of the 
rate regulatory laws approved by the NAIC as to the permissible scope of sub- 
scribership to rating services read as follows: 


Casualty 

Section 6, rating organizations : 

(b) Subject to rules and regulations which have been approved by the (com- 
missioner) as reasonable, each rating organization shall permit any insurer, not 
a member to be a subscriber to its rating services for any kind of insurance or 
eubdivision thereof for which it is authorized to act as a rating organization. 
* *” 

Fire 

Section 6, rating organizations: 

“(b) Subject to rules and regulations which have been approved by the (com- 
missioner) as reasonable, each rating organization shall permit any insurer, not 
a member to be a subscriber to its rating services for any kind of insurance, sub- 
division, or class of risk or part or combination thereof for which it is authorized 
toact asa rating organization. * * *” 
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The right to subscribership in casualty, subject to reasonable rules and regy. 
lations, is “for any kind of insurance or subdivision thereof” for which it jg 
authorized to act as a rating organization. The right to subscribership in tire 
subject to reasonable rules and regulations, is “for any kind of insurance, sub. 
division, or class of risk or part or combination thereof” for which it is authorizeg 
to act as a rating organization. 

There is nothing in the casualty wording or in the fire wording which sug- 
gests or implies that there is any right or privilege in the subscriber to assert 
a position that it may have the subscribership apply to a kind of insurance 
or to a subdivision thereof or to a class of risk or to a part or to a combination 
thereof only when it is rated alone or only when the insurance is rated in compbj- 
nation with other insurance. 

It is the right of the qualified rating organization to assume such jurisdiction 
as it wishes with respect to a kind of insurance or subdivision thereof, in casualty, 
and with respect to a kind of insurance, subdivision, or class of risk or part or 
combination thereof, in fire, and may properly, as has been pointed out, exer. 
cise that jurisdiction for the rating of the insurance separately and for the 
rating of the insurance in combination with other insurance on an indivisible 
or composite rate basis. 

(4) Recommendations in M-1 subcommittee report (draft May 19, 1958) for 
breakdown of jurisdiction of rating bureaus on interline rating pose identica] 
problem with respect to integrated intraline rating. The recommendations of 
the M-1 subcommittee report, that subscribership to a rating bureau for the 
rating of a kind of insurance or subdivision thereof or class or combination 
thereof should not be binding upon the insurer when the rating of that insur- 
ance is integrated with the rating of other insurance subject to a different rate 
regulatory law, are limited to what is defined in that report as “an integrated 
package of coverages which includes any two or more of the following kinds of 
insurance using their customary definition: (1) fire and allied lines, (2) 
causalty, (3) surety, and (4) inland marine.” 

These recommendations have no support or basis in the rate regulatory laws, 
No different case can be established for the breakdown of subscribership on 
interline rating than can be made for the breakdown of subscribership on 
intraline rating. If as a matter of law it could properly be argued that a sub- 
scriber to a rating bureau for a kind of insurance or a subdivision thereof is 
wholly free of the rules and rates of the bureau for that kind of insurance or 
subdivision when the rating of it is integrated with another kind or subdivision 
of insurance, the subscriber would be free of the bureau on intraline integrated 
rating as well as on interline integrated rating. 

Upon the theory underlying the recommendations advanced in the M-1 
subcommittee report an insurer could become a subscriber to a rating bureau 
for the rating of fire and extended cover when rated separately and be wholly 
free and independent of the bureau with respect to the integrated rating of 
fire and extended cover, even though the bureau assumed jurisdiction over 
the integrated rating. 

Similarly, a company could become a subscriber to a rating bureau for the 
rating of automobile bodily injury liability and automobile property damage 
liability when rated separately and be wholly free and independent of the 
bureau with respect to the integrated rating of the two coverages even though 
the bureau assumed jurisdiction over the integrated rating as well as over the 
separate rating. 

It is submitted that the rate regulatory laws do not permit and should not 
permit any such concept either in relation to interline rating or intraline rating. 

(5) deviations: The rate regulatory laws approved by the NAIC differ in 
their provisions relating to deviations principally as follows: 


Casualty 


“Section 7, Deviations: Every member of or subscriber to a rating organi- 
zation shall adhere to the filings made on its behalf by such organization 
except that any such insurer may make written application to the (commis- 
sioner) for permission to file a uniform percentage decrease or increase to 
be applied to the premiums produced by the rating system so filed for a 
kind of insurance, or for a class of insurance which is found by the (com- 
missioner) to be a proper rating unit for the application of such uniform 
percentage decrease or increase, or for a subdivision of a kind of insurance 
(1) comprised of a group of manual classification which is treated as @ 
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separate unit for rate making purposes, or (2) for which separate erpense 
provisions are included in the filings of the rating organizations. * * * The 
(commissioner) shall issue an order permitting the modification for such 
insurer to be filed if he finds it to be justified and it shall thereupon become 
effective. * * * 
Fire 

“Section 7, Deviations: Every member of or subscriber to a rating organi- 
zation shall adhere to the filings made on its behalf by such organization 
except that any such insurer may make written application to the (commis- 
sioner) for permission to file a deviation from the class rates, schedules, 
rating plans or rules respecting any kind of insurance, or class of risk within 
a kind of insurance, or combination thereof. * * * The (commissioner) 
shall issue an order permitting the deviation for such insurer to be filed if 
he finds it to be justified and it shall thereupon become effective. * * *” 
(The differences are printed in italic.) 

Percentage modifications or deviations in the integrated rates developed in 
interline rating may, accordingly, be authorized when justified but deviations 
in rating plans or rules may be authorized only in respect to the part or parts 
of the insurance to which the fire rate regulatory laws are applicable. 

There would appear to be no reason for any relaxation of the deviation provi- 
sions applicable to the kinds of insurance or subdivisions thereof which are 
prought together and made subject to interline rating. 

(6) Insurers have no right of choice generally as to which rate regulatory law 
is to apply: The rate regulatory bills approved by the NAIC contain the follow- 
ing provisions with respect to their application and with respect to the right 
of an insurer to designate which act is to apply in the few instances in which 
the regulation may be under both laws. 


Casualty 


“Section 2, scope of Act: This Act applies to casualty insurance (1), in- 
cluding fidelity, surety and guaranty bonds, and to all other forms of motor 
vehicle insurance, on risks or operations in the state, except: 
oa * *~ * * * * 


“If any kind of insurance, subdivision or combination thereof, or type of 
coverage, subject to this Act, is also subject to regulation by another rate 
regulatory act of this State, an insurer to which both acts are otherwise 
applicable shall file with the (commissioner of insurance), hereinafter re- 
ferred to as (commissioner), a designation as to which rate regulatory act 
shall be applicable to it with respect to such kind of insurance, subdivision 
or combination thereof, or type of coverage.” 


Fire 


“Section 2, Scope of Act: This Act applies to fire, marine and inland marine 
insurance, on risks located in this state. * * * 

“This Act shall not apply : 
. * * * a = 2 


“(d) To motor vehicle insurance nor to insurance against liability arising 
out of the ownership, maintenance or use of motor vehicles. 

“If any kind of insurance, subdivision or combination thereof, or type 
of coverage, subject to this Act, is also subject to regulation by another 
rate regulatory act of this state, an insurer to which both acts are otherwise 
applicable shall file with the (commisisoner), a designation as to which rate 
regulatory act shall be applicable to it with respect to such kind of insur- 
ance, subdivision or combination thereof, or type of coverage.” 

{Emphasis added.] 
Thus, it is clear that the Casualty and Surety Act applies only to casualty 


rand surety insurance and to all forms of motor vehicle insurance; that the 


Fire, Marine and Inland Marine Act applies only to fire, marine, and inland 
marine insurance, but not to motor vehicle insurance; that there is in general 
no right of choice as to which rate regulatory law is to apply; and that the right 


of designation as to which act is to apply is limited to the very few instances 
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in which a particular kind of insurance or subdivision or combination thereof 
which is subject to regulation under one act is also subject to regulation under 
another act. Examples of this limited field in which election is permissible are 
water damage, sprinkler leakage and personal property floater, which are 
classified in the insurance laws of a number of States both as casualty insurance 
and as fire insurance. 


B. General comments 


(1) Requirements and rules of rating bureaus impose no restrictions what. 
ever on insurers operating independently of bureaus : 

Insurers which operate wholly independently of rating bureaus are pot 
affected or restricted in any way by bureau requirements, rules or procedures. 

Insurers which operate in part independently of rating bureaus are not affected 
in any way by bureau requirements, rules or procedures with respect to that 
part of their operations which they are conducting independently of rating 
bureaus. 

Subject to the requirements of law, such insurers are entirely free to develop 
forms and coverages separate and apart from bureau forms and coverages to 
whatever extent they believe there is demand for different forms and coverages, 
provided, of course, that the rates for such different forms and coverages must 
meet the statutory standards. 

(2) Latitude possible for members and subscribers of rating bureaus through 
deviation provisions: Insurers which are members of or subscribers to rating 
bureaus are entitled under the rate regulatory laws to seek modification and 
deviation from the filings of the bureaus to the extent authorized by the rate 
regulatory laws. The commissioner is empowered to permit a requested modifica- 
tion or deviation “if he finds it to be justified.” 

Thus, the deviation sections grant a certain latitude with respect to filings 
of the rating bureaus provided the commissioner is satisfied that the departure 
sought by the petitioning insurer is justified. 

(3) Protection of minority interests by appeal-by-minority section of the rate 
regulatory laws. 

Section 8 of the rate regulatory laws approved by the NAIC is the appeal-by- 
minority section. The fire law and the first paragraph of the casualty law are 
identical. 

Under the appeal-by-minority section, both members of and subscribers to 
rating organizations have the right to appeal to the commissioner “from the 
action or decision of such rating organization in approving or rejecting any 
proposed change in or addition to the filings of such rating organizations * * *” 
and the commissioner is required either to approve the action or decision of the 
rating organization or to direct the rating organization to give further considera- 
tion to such proposal, “or, if such appeal is from the action or decision of the 
rating organization in rejecting a proposed addition to its filings, he may, in 
the event he finds that such action or decision was unreasonable, issue an order 
directing the rating organization to make an addition to its filings, on behalf 
of its members and subscribers, in a manner consistent with his findings, within 
a reasonable time after the issuance of such order.” 

The casualty law contains an additional option of appeal to the commissioner 
with respect to expense provisions. 

Thus, insurers which wish to avail themselves of the advantages of the 
services performed by rating bureaus either as members or subscribers, may 
do so with the assurance given them by these provisions of the rate regulatory 
laws of the right to be heard by the commissioner in relation to appeal or rejec- 
tion by the rating bureau of any proposed change in or additions to the filings 
of the bureau. 

Any insurer which wants to be completely free of rating bureau requirements, 
rules, and procedures should operate independently. On the other hand, an 
insurer which seeks the advantages of rating bureau services through member- 
ship or subscribership does not thereby sacrifice the opportunity of urging its 
own views and being heard by the commissioner when it is in the minority. The 
appeal by minority section guarantees all members and subscribers that this 
opportunity shall be open to them. 

(4) Necessity of recognition of the value of services performed by rating 
bureaus and the need of protection of bureaus in the performance of those serv- 
ices: The advantages of casualty, fire, and inland marine insurance rating bu- 
reaus to the public generally and to all insurers whether they operate independ- 
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ently or aS members of or subscribers to the bureaus are well recognized 
generally. W. 

The rating bureaus are by far the most stabilizing force supporting the whole 
casualty and fire insurance system in the United States. They provide the 
classification procedures, and the actuarial data upon which the financial solvency 
of the entire system is predicated. It is probable that only the largest insurers 
could exist at all in the fire, inland marine, and casualty fields if it were not for 
the rating bureaus, for without the benefit of the statistical and actuarial data 
gathered, compiled, and maintained by the bureaus, most insurers would have no 
credible base for the determination of coverages and rates because their own 
experience would be too meager for such purposes. The bureaus necessarily 
require general adherence to the coverages and forms developed by them so that 
the experience will be homogeneous. Obviously, no credible experience base 
could be developed unless the bureau members and subscribers use forms and 
coverages which are substantially identical. 

The rate regulatory laws as they presently exist offer every insurer its choice 
as to whether it wishes to operate wholly or in part independently of rating 
pureaus or wholly or in part within rating bureaus. The laws and the rules and 
requirements with respect to total subscribership and with respect to partial 
subscribership are not onerous, neither are they in any way prejudicial to 
subscribers. 

The laws, rules, and regulations governing membership in and subscribership 
to rating bureaus should continue to be of such a nature as will be sufficiently 
protective of the integrity and usefulness of the rating systems employed by the 
pureaus so that the bureaus can continue in the performance of the services 
rendered by them. Neither the laws nor the regulations governing the opera- 
tion of rating bureaus should be changed in any manner which will tend to 
hamper or destroy the services which the bureaus are now performing. 


IV. RECOMMENDATIONS 


The undersigned members of the all-industry committee recommend— 

1. That the M-1 subcommittee report, draft May 19, 1958, be not adopted for 
the reasons stated herein and in part III of this report. 

It is believed— 

(a) that the procedures recommended in the M-1 subcommittee report 
are unnecessary to accomplish administrative facility in the handling and 
consideration of interline rate filings by insurance departments ; 

(b) that the suggested breakdown of rating bureau jurisdiction is con- 
trary to law and contrary also to sound practice ; 

(c) that the suggested choice by insurers of the rate regulatory law to 
be applicable to interline rate filings is contrary to law and contrary also to 
sound practice; and 

(d) that the suggested breakdown of applicable rate regulatory laws in 
relation to deviations is contrary to law and contrary also to sound practice. 

2. Interline rating: That the basic problem be recognized as one of interline 
rating as defined in part II of this report. 

3. Right of rating bureaus to determine seope of their jurisdiction: That it be 
recognized that rating bureaus have the right under existing rate regulatory 
laws to determine the scope of their jurisdiction over the kinds of insurance 
with respect to which they are authorized to act as rating organizations, and 
that, accordingly, they have the right to have that jurisdiction apply to such 
lines irrespective of whether the lines are separately rated or are rated in com- 
bination with other lines on an indivisible or composite rate basis. 

4. Single joint rate filings by bureaus when acting together : That fire, casualty, 
and inland marine bureaus which cooperate in interline rating make single joint 
filings in their respective names and that such joint filings be transmitted to 
insurance departments by one of the cooperating bureaus which is to be desig- 
nated as the filing organization, with the request that any notice or question 
pertaining to the filings or any part thereof be directed by the insurance depart- 
ment to the filing organization. 

It is believed that such joint filings would avoid all of the complications and 
multiplicity of filing data incident to hand-in-hand filings and that as a practical 
matter joint filings so handled may be processed as easily and simply, so far 
as insurance departments are concerned, as though but a single rating bureau 
were involved. 
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The several cooperating rating bureaus, by making a joint filing through 
designated filing organization, would function in such a manner as to give to 
insurance departments complete administrative facility in the receipt and 
handling of the interline rate filings and at the same time would retain their 
respective jurisdictions over the several lines involved. 

Statement of the exact procedure proposed is stated in exhibit A attached 
hereto. 

5. Single rate filings by bureaus acting with independent insurers: That joint 
filing procedure comparable to that proposed in recommendation (4) be adopted 
when the filing is jointly by one or two bureaus and an insurer, with the 
insurer authorizing one of the participating rating bureaus to file as the filing 
organization. 

6. Scope of partial subscriberships in rating bureaus: That it be recognizeg 
that when a bureau assumes jurisdiction of a kind of insurance or Subdivision 
thereof in casualty or for a kind of insurance, subdivisions or class of risk, or 
a part or combination thereof in fire or inland marine and does so without any 
qualification as to whether the insurance is rated separately or is rated jn 
combination with other insurance on an indivisible or composite rate basis, 
partial subscribership in the rating bureau for such insurance necessarily 
applies upon the same basis as that upon which the rating bureau assumes 
jurisdiction. The provisions of the rate regulatory laws approved by the NAIC 
clearly support this position. 

7. Deviations: That deviations from filings be authorized, when justified, to 
the extent, but only to the extent, that the separate deviation provisions of the 
casualty and fire rate regulatory laws permit. 

Percentage deviations in the integrated rates developed in interline rating 
may, accordingly, be granted when justified, but deviations in rating plans or 
rules may be granted only with respect to the part or parts of the insurance to 
which the fire rate regulatory laws are applicable. 

8. Adoption of recommendations contained herein: That the recommendations 
contained herein be adopted in place of the recommendations contained in the 
M-1 subcommittee report, draft May 19, 1958. 

Administratively, the single joint filings should eliminate all of the adminis. 
trative difficulties which have been present in the so-called hand-in-hand filings, 

The recommendations contained herein involve no problem of any significance 
with respect to members, subscribers, or partial subscribers of rating bureaus. 

If the procedure herein recommended is adopted, the needs of the insuring 
public will be served properly and well and to the same extent in relation to 
interline rating as has been the case and is now the case in relation to intraline 
rating. 

Inland Marine Insurance Bureau, by Harold L. Wayne, General Man- 
ager; Inter-Regional Insurance Conference, by Milton W. Mays, 
Chairman; Multi-Peril Insurance Conference, by Harry F. Perlet, 
General Manager; National Association of Casualty and Surety 
Agents, by John C. Weghorn, Director; National Association of 
Insurance Agents, by George S. Hanson, Secretary; National 
Automobile Underwriters Association, by Howard S. Omsberg, 
Manager; National Board of Fire Underwriters, by J. Raymond 
Berry, General Counsel; National Bureau of Casualty Under- 
writers, by William Leslie, Jr., General Manager; Surety Asso- 
ciation of America, by Warren M. Gaffney, General Manager. 


Exurpit A.—INTERLINE INSURANCE FILING PROCEDURE 


State rate regulatory laws generally permit cooperation among rating organi- 
zations or rating organizations and insurers in all matters within the scope of 
such laws. Pursuant to such laws, the organizations subscribing hereto desire 
to and do establish the simplified and orderly procedure hereinafter set forth, 
which has been developed to comply with the filing requirements relative to 
interline insurance, meaning thereby the integrated rating of two or more of 
the following lines of insurance which are subject to the rate regulatory laws 
of the several State codes: 

(1) Fire and allied lines. 
(2) Casualty and surety (including automobile physical damage). 
(3) Inland marine. 
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1, Upon adoption of an interline rating program by two or more rating organi- 
gations, one such organization Shall be designated by them to file the entire 
program on behalf of the participants. The organization so designated shall 
pe referred to as the ‘‘filing organization.” 

9, These rules of procedure shall in no way alter the jurisdiction of the par- 
ticipating bureaus over their respective portions of interline insurance. Thus, 
for example, if a fire bureau is selected as the “filing organization,” it will exer- 
cise no jurisdiction or discretion with respect to the casualty or inland marine 

rtions. 

3. The “filing organization” shall not make a filing with the State supervisory 
authorities until all participating rating organizations have authorized such 
fling. The authorization shall be transmitted to the “filing organization” in 
duplicate and one copy of the authorization letter shall be attached to and made 
part of the filing. 

4, The “filing organization” is authorized by the participating organizations 
to receive all communications from the insurance department concerning the 
filing. Copies of all such communications shall be transmitted promptly by 
the “filing organization” to all other participating rating organizations. Replies 
to such communications shall be transmitted to the superivsory authorities 
through the “filing organization” with copy thereof being sent to all other par- 
ticipating rating organizations. 

5. Each participating rating organization retains the right to appear as a party 
thereto at any hearing concerning portions of a filing coming within the scope 
of its jurisdiction. 

6. The “filing organization” is authorized to establish the effective date of 
the filing. 

7. The “filing organization” will notify all participating rating organizations 
when filing has been made and the proposed effective date. 

8. Copy of application for a deviation received by the “filing organization” 
shall be sent to all participating rating organizations. The “filing organization” 
shall not waive right of hearing on any deviation which pertains to a portion of 
the filing not under its direct jurisdiction. Participating rating organizations 
shall collaborate concerning applications for deviations. 

9. The “filing organization” may, upon authorization of a company not affiliated 
with another participating rating organization for one or more portions of the 
filing, make the filing on behalf of such company. 


MEMO FROM J. RAYMOND Berry, JUNE 16, 1958 


In connection with your inquiry concerning deviations and independent filings. 
your letter was written only to the regional organization, i.e., Western Actuarial 
Bureau, Eastern Underwriters, South-Eastern Underwriters, Board of Fire Un- 
derwriters of the Pacific and in addition you wrote the following rating bureaus: 
Arkansas Inspection & Rating Bureau, West Virginia Rating Bureau (received 
reply). 

We did not write the following rating bureaus: Lousiana Rating & Fire Preven- 
tion Bureau, Mississippi State Rating Bureau, North Carolina Fire Insurance 
Rating Bureau, Texas. 

We have had no replies from the coast. Colridge wrote the Pacific Rating 
Organization (for the States of Arizona, California, Montana, Nevada, Oregon, 
and Utah), Idaho Surveying and Rating Bureau and Hawaii Fire Rating Bureau. 
We heard from the Hawaii Fire Bureau. 


MINUTES OF REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 


Boarp OF FirE UNDERWRITERS HELD IN THE Boarp Room oN JUNE 18, 1958, AT 
11 aM. 


Prerent: Mr. H. Clay Johnson, chairman, Messrs. John R. Barry, E. S. Coons, 
Nicholas Dekker, Frank F. Dorsey, Lester S. Harvey, C. A. Loughin, G. D. Mead, 
J. G. Niederlitz, Addison Roberts, and Francis Van Orman and Hugh ‘Irbison 
(representing Millard Bartels), Howard Taylor (representing A. E. Ieacock), 
J.D. Deegam (representing Edward H. Forkel), Thorin T. Grimson (represent- 
ing A. L. Ross), W. L. Nolen (representing S. T. Shotwell) ; also W. H. Tribou, 
secretary, Aetna Fire Group; Joseph F. Murphy, secretary, Continental Insur- 
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REPLIES RECEIVED IN RESPONSE TO REQUEST FOR INFORMATION pg 
DEVIATIONS AND INDEPENDENT FILINGS, INDICATED BY CHECK Mapx 


ALABAMA 

AsRIZONA 
ARKANSAS 

“CALIFORNIA 
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‘ OK ‘COUNTY, ILL, 
CONNECTICUT 


‘DELAWARE 
‘DISTRICT OF COLUMBIA 

VeLoRIDA 
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/TENNESSEE 
TEXAS 
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WASHINGTON 
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ance Co.; Hugh Garland, secretary, American Equitable Assurance, and Richard 
Winslow, general counsel, Boston Insurance Co. 

Advices of their inability to attend were at hand from Messrs. Philip 8S. Brown, 
K. E. Chapman, John A, North, and William A. Wickham. 


NEW MEMBERS ON COMMITTEE 


Chairman Johnson welcomed the newly appointed members: E. S. Coons and 
w. A. Wickham. 
FEDERAL MATTERS 


Antitrust developments and proposed investigation.—The committee had before 

it the speech made by Donald F. McHugh, counsel, Antitrust and Monopoly 
Senate Subcommittee, on May 6, 1958, before the American Management Asso- 
jation. 
: It was the sense of the meeting that in view of the fact that executive com- 
mittee will not meet until June, the chairman be authorized to appoint an 
interim committee which would study the various matters which affect the fire 
insurance business in the proposed area of investigation; and the entire matter 
be reported on and referred to the executive committee at its next meeting for 
instructions or such other action as that committee may determine to be proper. 
The committee appointed consists of Messrs. Hugh Harbison, H. Clay Johnson, 
and C. A. Loughin. 

H.R. 11639.—This bill would authorize the Defense Department to indemnify 
contractors against liability and loss on extra hazardous risks. As drawn it 
would permit this indemnity to be a complete substitute for private insurance. 
The National Board of Fire Underwriters, Association of Casualty & Surety 
Cos., and the American Mutual Insurance Alliance are drafting amendments 
which will be submitted to the Defense Department and industry representatives. 
These amendments are designed to make the Government indemnity available 
only after private insurance, procurable at reasonable cost, has been obtained. 

H.R. 1061.—This bill would permit the Defense Department and the Secre- 
taries of the military departments to settle claims for property damage or 
liability not cognizable under any other law. 

As passed in the House it was unobjectionable but the Senate Judiciary Com- 
mittee amended to cut off insurers’ subrogation rights. We have filed memoran- 
dum in opposition to these amendments and the bill will go to conference. We 
are advised the House conference will support our position. 

Federal Revenue Act.—General counsel reported that we have filed with the 
Ways and Means Committee a memorandum in opposition to amendments to 
sections 831 and 832 of the Internal Revenue Code. These amendments are 


proposed by the factory mutuals. As of this date the chances for passage of 
these amendments are not good. 


STATE MATTERS 


Louisiana legislation.—General counsel was instructed to oppose legislation 
which would have the State, through the fire division of the commission, assume 
the functions of Louisiana Rating and Fire Prevention Bureau. 

Insurance Commissioner Hayes is sponsoring a bill which would require all 
insurers, including mutuals, to be members of the Louisiana Rating and Fire 
Prevention Bureau. General counsel was instructed to take the position that 
we would prefer the all-industry bill, but if that could not be obtained, we would 
not oppose Commissioner Hayes’ bill, which is an improvement over the present 
law. 

Several tax bills are before the legislature which would increase the fire 
marshal tax and fire department tax and impose a 1 percent sales tax on insur- 
ance. We are opposing this legislation. 

Colorado.—The municipal league is renewing its effort to install the Texas 
plan of fire ratemaking in Colorado. We will continue to oppose. 


NUCLEAR CLAUSE 


Mendes & Mount, representing Lloyd’s Underwriters in London, have expressed 
concern over— 


(a) the wording of the nuclear clause following the words “subject to the 
foregoing,” 


(b) the absence of a legislative. program to amend the statutory fire 
policy. 
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At the request of Mendes & Mount, Chairman Johnson and general counse] 
together with members of the technical committee, have conferred with Messrs. 
Lynch, Healy, and Curley and explained that legislative relief would be wel- 
comed at the first opportunity and pending such opposition the laws committee 
did not favor any change in wording. 

New York.—In view of the New York department’s attitude in refusing to 
approve, at this time, the nuclear clause submitted by the National Bureau of 
Casualty Underwriters and the National Automobile Underwriters Association 
mutual interests have suggested an educational seminar for the department. 
If such a seminar is to be held it was the sense of the meeting that stock fire in- 
surance interests participate. 

Massachusetts.—The clause is in effect in this State. The insurance depart- 
ment seems to be ignoring the criticism filed by a producer. 

Louisiana and West Virginia.—In these States the insurance departments have 
raised questions with reference to the impact of this clause on the statutory 
policy. The respective rating bureaus in these States are holding their filing 
in abeyance without prejudice. 


NAIC CONVENTION, JUNE 9—11, CHICAGO, ILL. 


Mandatory security valuation reserve program for property insurers.—The 
commissioners’ valuation committee did not report on this matter. We had filed, 
as chairman of an industry committee, a memorandum in opposition to such a 
reserve. The industry committee has now been requested by the commissioners’ 
committee to study an alternative approach. 

Statistical rating and filing problems of multiple line contracts (M1).—We were 
instructed to oppose adoption of this report at the convention in order to permit 
industry study. The convention deferred final action until the December meet- 
ing and requested industry to form a cooperating all-industry committee for the 
purpose of reviewing the proposed report and suggesting such revisions or 
amendments as it deems proper. General Counsel Berry and Vestal Lemmon 
were named as cochairman for the purpose of calling the first meeting and 
getting the committee organized. 


STANDARD POLICY STUDY COMMITTEE ON APPLICATION OF THE STATUTORY FIRE POLICY 
TO MULTIPLE PERIL CONTRACTS 


The attached report of the committee to study the application of the statutory 
fire policy to multiple peril contracts was considered. The subject matter of the 
report is part of a larger problem reflected by the commissioners’ subcommittee 
report (M1), referred to above, proposed amendments to the New York law and 
proposed new codes—all dealing with regulation of multiple line contracts. 

It was the sense of the meeting that the chairman appoint a subcommittee’ to 
study all those matters and report back its recommendations in order that this 
committee may formulate a program for recommendations to the executive 
committee. 


SUSPENSION OF MEETINGS FOR JULY, AUGUST, AND SEPTEMBER 


On motion duly made and seconded, it was noted to suspend regular meetings 
during the months of July, August, and September and to authorize the chair- 
man, in his discretion, during the vacation period, to deal with questions of gen- 
eral interest as they arise, employ special counsel when and if necessary, and 
approve payment of such bills as may be presented when recommended for favor- 
able action by the general counsel and general manager. 


BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded, it was voted to approve the following bills 
incurred since our May meeting, amounting to $3,722.01 : 


Clarence Klocksin, fee and expenses, Jume______------------------ $1, 300. 00 
1, 750. 00 

528. 78 

Mississippi Legislative Reporting Service___.___.__.__----_---------~-- 1438. 23 


1 Chairman Johnson appointed the following committee : Hugh Harbison, chairman ; John 


= parr Philip S. Brown, Nicholas Dekker, Charles A. Loughin, Archie Stevenson, William 
ribou. 
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ADJOURN MENT 







There being no further business to come before the committee the meeting 
adjourned at 1:15 p.m. 





L. A. VINCENT, Secretary. 










JUNE 18, 1958. 

Talked with Bird of the rating organization and told him it was all right for 
his committee to act on the nuclear clause as long as they don’t do it right away 
and let us know before they file it. 







J. R. B. 






Excerpt FrRoM MINUTES OF EXECUTIVE COMMITTEE FOR JUNE 19, 1958 






REPORT OF THE COMMITTEE ON LAWS 










The report of this committee was presented by Chairman Johnson. Upon i 
motion, duly seconded, the report was approved as a whole, including confir- 
mation of payment of bills as listed therein. A copy is appended. 

Antitrust developments and proposed investigation —Chairman Johnson stated : 
that an interim committee had been studying various matters which affect the ; 
fire insurance business in the proposed area of investigation, but that the 
committee on laws would like to have instructions from the executive commit- 
tee. Following discussion, it was, upon motion duly made and seconded, voted 
that the committee on laws be authoried to do whatever is necessary in its 
judgment to keep abreast of the activities of the antitrust investigating com- 
mittee. It was understood this would include going to Washington to talk to 
members of the Senate committee or their staffs; also conferring with the 
Association of Casualty & Surety Companies. 
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COMMITTEE ON MEMBERSHIP 


Upon motion, duly made and seconded, it was voted to elect the following 
companies to subscribership to the actuarial bureau only, effective July 1, 1958: 
Mid America Fire & Marine Insurance Co., Kansas City, Mo.; Kentucky Insur- 
ance Co., Louisville, Ky. 

Southwest General Insurance Co.—It was voted to drop from the rolls of 
subscribers to the actuarial bureau the Southwest General Insurance Co. for non- 
payment of the second half of its assessment for the fiscal year 1956-57 amount- 
ing to $236.19. 

Utah Home Fire Insurance Co.—It was further voted to accept the resig- 
nation of the Utah Home Fire Insurance Co. as a full member of the board, 
effective 3 months from the date of its resignation which would be September 
6, 1958, or since under the bylaws a company is required to pay all asssesments 
voted at the annual meeting or any special meeting preceding the date of resig- 
nation, April 30, 1959, should the company elect to remain a member for the full 
fiscal year, leaving the effective date subject to determination by management 
at which time the company will be transferred to subscribership to the actuarial 
bureau only. 

Firemen’s Insurance Co. of Washington, D.C.—It was reported that the 
Firemen’s Insurance Co. of Washington and Georgetown, D.C., had changed its 
name to Firemen’s Insurance Co. of Washington, D.C. 

Royal-Globe Insurance Group.—It was also reported that the Virginia Fire & 
Marine Insurance Co. and Star Insurance Co. of America had merged with and 
into Globe Indemnity Co., effective midnight June 30, 1958. 
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COMMITTEE ON PUBLIC RELATIONS 










Summary of the report of this committee was presented by Chairman Lange. 
It was voted that the report be accepted and a copy of the complete report is 
attached. 





SPECIAL COMMITTEE ON STANDARD FIRE INSURANCE POLICY 





Chairman Peterson gave his final report of this special committee before his 
retirement as of June 30, 1958. He sketched the history of the work for the past 
10 years the committee has been in existence. Upon the suggestion of Mr. Nolen, 
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a member of the committee, the executive committee recorded its appreciation 
to Mr. Peterson for the splendid job he has done. A copy of the report is ap- 
pended. 

DEFERRED BUSINESS 


Net realized capital gains or losses—page 4, line 9.—The general manager re- 
ported on a joint meeting on May 28 of representatives of the American Ingyr. 
ance Association, Association of Casualty & Surety Companies, and National 
Board of Fire Underwriters in an effort to reach agreement on the treatment of 
net realized capital gains or losses in the annual statement, as a result of which 
the conclusion was drawn that opinion was so evenly divided there was no poggj- 
bility of general agreement. 

Whereupon, it was moved by Mr. Chubb and duly seconded and unanimously 
carried that the executive committee adopt the policy that capital gains anq 
losses be treated as surplus entries rather than as items of income and that 
the committee on accounting be instructed to work toward that end. 


NEW BUSINESS 


Inter-Regional Insurance Conference.—Request of Inter-Regional Insurance 
Conference for guidance in apportionment of catastrophe losses was reported, 
It was, upon motion, voted to empower the special committee on statistical data 
which has been studying the matter to release to Inter-Regional such findings as 
it may deem appropriate. 

Meeting dates for 1958-59.—The following meeting dates for the executive 
committee for 1958-59 were approved : 

September 25, 1958. 

October 30, 1958. 

December 11, 1958 (November—December meeting). 
January 29, 1959. 

February 26, 1959. 

March 26, 1959. 

April 30, 1959. 

May 21, 1959 (annual meeting). 

June 18, 1959. 

Central processing center.—Mr. Mays as the national board representative on 
the policy committee of the proposed data processing center gave a report on the 
preliminary stages of the studies and asked approval of the national board’s 
share of a budget of $15,000 for an initial survey to determine the needs of the 
five participating organizations. Upon motion, duly made and seconded, it was 
voted to approve the national board’s share amounting to $3,000. 


REPORT OF COMMITTEE ON ADJUSTMENTS 


The report of this committee was presented by Chairman Barclay. Upon 
motion, duly made and seconded, it was voted that the report be approved in its 
entirety. A copy is attached. 

ADJOURNMENT 


There being no further business, the meeting, upon motion, was adjourned at 
12 :45 p.m. 


L. A. VINCENT, Secretary. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS, 


New York, June 19, 1958. 
The CHAIRMAN, 


Ezecutive Committee. 


Dear Siz: A meeting of the committee on adjustments was held on the 12th 
of June. 


OFF-PREMISES CLAIMS AT COUNTRY CLUBS, AND SIMILAR LOCATIONS 


The matter of off-premises claims at country clubs and similar properties was 
referred by the committee to Loss Executives Association for consideration. This 
subject was the result of an attempt to reduce the number of adjusters involved 
in such losses to the end that some economy could be effected in the handling of 
this type of loss. The Loss Executive Association advised that its recommenda- 
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tion was that all off-premises losses of this type, excluding bailee risks, should 
be assigned to the company-owned adjustment bureaus. The committee con- 
curred in this and recommended further that a bulletin on the subject be issued 
tothe national board membership. 


ELECTRICAL CLAIMS 


The committee approved a recommended nontechnical bulletin which had been 
prepared in connection with the matter of claims for alleged lightning damage to 
electrical appliances. This bulletin outlines for the adjuster various features 
which he should check during the investigation of this type of claims, recom- 
mends that each of these losses be assigned to a qualified adjuster, and that when- 
ever possible the claim should be personally inspected by the adjuster before the 
appliance has been repaired. 

The committe was informed that the Inter-Regional Insurance Conference has 
this general subject of electrical claims before it for action this month. In con- 
sultation with the Inter-Regional it was determined that the issuance of the 
proposed bulletin will in no way interfere with any future action of the con- 
ference. 


EXECUTIVE COMMITTEE, SEPTEMBER 25, 1958 


MINUTES OF LAST MEETING 


Reading of the minutes of the last meeting was dispensed with, by unani- 
mous consent. 
PRESIDENT’S SUGGESTIONS 


National Industrial Conference Board.—The executive committee concurred 
in the president’s suggestion that Messrs. John A. North and H. W. Miller be re- 
appointed as the national board’s representatives on the governing board of the 
National Industrial Conference Board. 


COMMITTEE ON INTERPRETATION 


Nationwide marine definition—President Miller referred to the September 
1953 meeting of this executive committee at which it was voted to empower the 
president to nominate from the National Board of Fire Underwriters three stock 
fire insurance company representatives to serve on the committee on interpreta- 
tion of the nationwide marine definition. He stated that Messrs. Felix Har- 
grett, J. C. Hullett, and H. W. Miller had served in this capacity for the past 
5 years. 

At his suggestion, the committee voted to concur in the designation of Messrs. 
Felix Hargrett, T. B. Kelley, and A. L. Polley to serve as the three stock fire 
representatives from the National Board of Fire Underwriters. 


TREASURER’S REPORT 


In the absence of Mr. Ackerman, the treasurer’s report was presented by the 
general manager, who called attention to the drop in income from assessment of 
approximately $1,500,000 from a year ago on account of quarterly instead of 
semiannual payment by companies, with a corresponding drop in the balance on 
hand. The report was received and a copy is filed herewith. 


REPORT OF COMMITTEE ON ADJUSTMENTS 


Assistant General Manager Sherwood presented, in the absence of Chairman 
Barclay, a survey of loss adjustment practices, copy attached. 

In the discussion of this report, members referred to other adjusting prob- 
lems including those involving optional extension of coverage to outbuildings in 
States having valued policy laws. 

After discussion of specific situations, it was, upon motion, voted to request 
the committee on adjustments to study these problems countrywide and report 
to the executive committee, with recommendations. 

“So far as concerns the talents of adjusters handling dwelling losses, most of 
our men have been trained to the point of enabling them to prepare the details of 
cost to repair or reconstruct a modestly priced structure. You and I know, of 
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course, that not always can the adjuster close a loss on his figures. 
may and usually does get his own contractor. When those figures 
extent that a reasonable compromise in the interests of both sid 
obtained, then an independent contractor’s estimate must be 
times these requirements build up over a long period of time due to precedent 
or custom. It is not always easy to break down those precedents and customs 
But it can be done and we should have that as one of our objectives.” . 

We are privileged to quote from a memorandum from the president to the 
heads of the eastern department as follows: 

“T, too, feel that there must be contractors who would be ready to make repairs 
based upon their own estimates. Let’s try using those in this latter category 
and as an experiment at least, avoid, wherever possible, the employment of 
contractors that are apt to be with us one day and represent a public adjuster 
the next.” 

Baltimore.——Because of other commitments, considerably less time has been 
spent in Baltimore. We started our inspection program on August 12 anq 
because currently the members of the fire inspection bureau average only 2 or 
3 inspections a day, only 17 inspections have been made. 

Detroit—To date only 2 weeks have been devoted to inspections in Detroit. 
The fire marshal assigned one man to us from his group of fire inspectors and 
we are privileged to make. our own selection from the list of reported fires 
occurring during the previous 24 hours. Twenty-four inspections have been 
made and adjuster’s loss reports involving three of these inspections appear 
entirely in order. 

The entire subject of loss adjusting practices in general and a detailed exam- 
ination of our resurvey of Philadelphia, Baltimore, and Detroit will be reviewed 
at the October meeting of the committee on adjustments, with further report 
to this committee at the next meeting. 
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NoTIcEe OF SUBCOMMITTEE APPOINTMENT AND NOTICE OF MEETING 


JUNE 23, 1958. 

From: The National Board of Fire Underwriters Committee on Laws. 

For: Mr. J. G. McKenzie. 

To: Members of Subcommittee To Study Multiple Line Problems (Messrs. 
Hugh Harbison, chairman, John R. Barry, Philip S. Brown, Nicholas Dek 
ker, Charles A. Loughin, Archie M. Stevenson, William H. Tribou). 

GENTLEMEN: The above subcommittee has been named by Chairman Johnson 
pursuant to action taken at the June 18 meeting of the laws committee. This 
subcommittee is to study multiple line problems currently before insurance com- 
missioners and legislative committees. 

These problems were brought into sharp focus by the proposed M-1 report 
of the subcommittee of the NAIC, copy of which is attached hereto. Action 
on this subcommittee report has been laid over by the insurance commissioners 
until the December meeting. 

We also attach proposed changes in the New York insurance law which have 
been drafted by the New York Insurance Department in its current effort to 
bring the language of the New York law up to date for multiple line operations. 

A hearing on the proposed New York changes will be held at the department 
on July 1. 

In view of the above, the subcommittee chairman has called a meeting of this 
subcommittee for Thursday, June 26, 1958, at 11 a.m., in the executive commit- 


tee room of the National Board of Fire Underwriters, 85 John Street, New 
York, N.Y. 


We trust you will be able to attend. 
Yours very truly, 


J. RAYMOND Berry, General Counsel. 
[First] 
M-1 SvuBcoMMITTEE REPORT 
I. SITUATION 


A. Multiple line legislation as enacted in most States did not reckon with the 
existing rating law; in fact, in most instances the rating laws were not touched. 
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consequently, they do not anticipate the probability of one company writing 
and casualty coverages in a single policy. Presently the laws contain no 
definition of the term “multiple line,” creating uncertainty as to whether a 
single multiple line package shall be treated as fire, or casualty, or as something 
wand different. , ' a 
Few, if any, formalized agreements have been reached or published on filing 
rocedures. ae . : 

No. completely understood definition has been laid down as to what constitutes 
a“kind” or “class” of insurance. ; 

B. Multiple line packages are filed by bureaus and independently by com- 

ies. In some instances, a single bureau makes a filing of a complete package. 

In other instances, several bureaus will make a hand-in-hand filing of a complete 
package, with each bureau filing its respective component. ; , 

¢, There is a continuing increase in partial subscribership to various rating 


bureaus. 


ne 


II. PROBLEMS 


A. State insurance departments have permitted the hand-in-hand filing con- 
cept to develop. This tends to force some companies into affiliation with bureaus 
with which they would not otherwise become affiliated in order to write a single 
package in certain States. There is some question as to whether such a require- 
ment is of service to the concept of controlled State regulation pursuant to 
Public Law 15. 

B. The practical problems presented by the situation are many and varied 
and arise out of the difficulties insurance departments, under the present 
arrangement, companies and bureaus have in knowing or agreeing on which 
multiple line package has been, or should be, filed by which bureau or bureaus 
or which companies are indepedent for which packages. The examples of this 
confusion are only partially illustrated in the following questions: 

1. When a company is only a member of a fire bureau which on a hand-in-hand 
pasis, has filed a dwelling multiple line package and the company files a dwelling 
multiple line package that is similar to the bureau’s package, but differs in rates, 
rules and coverages, is the company making an independent filing or deviating? 
If it is deviating, and if, for example, the only dissimilarities are in the casualty 
and/or marine portions of the package, which of the three joint-filing bureaus 
isentitled to a hearing on the matter? 

2. When a fire bureau has filed a dwelling multiple line package, when should 
it permit a company to use its facilities for writing regular dwelling business 
but limit subscribership to exclude the multiple line package? When a fire 
bureau agrees to limit subscribership to exclude dwelling multiple line packages, 
should it permit a company to use its facilities for writing regular dwelling 
business? Fire bureaus have prevented subscribers from being excluded from 
the comprehensive dwelling policy packages but have allowed the same com- 
panies to be excluded from the homeowners policy package; to wit, certain 
subscribers have had the homeowners policy filed for them by TIRB (and for- 
merly MPIRO). 

3. When a fire bureau has filed a mercantile or manufacturing multiple line 
package, should the bureau permit a company to use bureau facilities for writing 
regular mercantile or manufacturing insurance and at the same time limit 
subscribership to exclude the multiple line packages? 

4. It has been said that an increase in partial subscribership to bureaus will 
cause a decline in bureau income and may adversely affect the bureau’s ability 
to make basic rates. In answer to this, it has been suggested that a reasonable 
assessment could be allowed the respective bureaus for use of basic rates, 
predicating such charge on a percentage of package premiums. 

5. Do hand-in-hand filings create a cumbersome, expensive and impractical 
multiplicity of effort? 

6. What license should an insurance department issue to a bureau, or com- 
bination of bureaus, for hand-in-hand filing? 

7. Should a bureau be permitted to make any filing involving a kind or class 
of insurance for which it does not make its own rates? 

8. If a business is making a hand-in-hand filing of a multiple line package 
and if one of the bureau members or subscribers has a deviation filing then in 
force on a kind of class of insurance that is a component of the multiple line 
package, should the deviation apply to the multiple line package, too? Should 
this be an automatic or incidental application of the deviation to the package? 
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Should this be true for both divisible and for indivisible premium packages. 
for example, homeowners and comprehensive dwelling? bes; 

9. What are the criteria for distinguishing between divisible and indivisib) 
packages? , 

10. Should multiple line packages stand alone for both rates and Statistica} 
data? Some kinds or packages of coverage do; for example, auto comprehen 
sive and property extended coverage. rm 

11. When a bureau makes a change (such as the recent term rule revision) 
for a kind or class or type of insurance, should there be an automatic change in 
any multiple line package that includes, or is based on, the same type of insur 
ance? Should the result be the same even though the multiple line package is 
ee for only one term—for example, homeowners policy is a 3-year only 
policy ? 

12. Are those companies which contend they are pressured into joining bureaus 
in order to be able to write multiple line packages subjected to harassment by 
those bureaus which believe that all bureau filings are to be considered para- 
mount and vital and that any departure from their filings must be measured 
against the bureau filing? If so, is filing as an independent the only alternative 
available to such companies? 


Ill. RECOMMENDATIONS 


These recommendations are in two parts. Part A is suggested for immediate 
adoption to provide a basis for reasonably uniform or consistent treatment of 
multiple line filings. Part B involves a suggestion for a complete review of 
existing legislation. 

A. It is recommended— 

1, That, for the purpose of this report, the words “multiple line package” 
shall be defined as “an integrated package of coverages which includes any 
two or more of the following kinds of insurance using their customary 
ae (1) Fire and allied lines, (2) casualty, (3) surety, and (4) inland 
marine.’ 

2. That all multiple line package filings be treated in the same manner 
as fire insurance under the existing statutes. 

3. That any rating bureau wishing to file a specific multiple line package 
take complete jurisdiction over such package. This will allow two or more 
bureaus to file an identical or similar package for any member or subscriber 
for which that package has not already been filed in its behalf. 

4. That such single bureau file and support, in accordance with law, the 
rates, rules, forms, and statistical plan for the complete package and be 
prepared to discuss with insurance departments the validity of all parts of 
the filing. 

5. That companies licensed to write multiple line coverages may affiliate 
with only such single bureau to write a complete multiple line package in 
accordance with the rates, rules, and forms filed by that bureau. 

6. That only such single bureau then be entitled to a hearing on filings 
which deviate from its multiple line package. 

7. That the subscribership agreement of any bureau making multiple-line 
filings shall be so designed as to permit subscribership to include or exclude 
any specific multiple-line package or packages, without regard for subscriber- 
ship status on other kinds or classes. For example, a company shall be per- 
mitted to subscribe to a fire bureau for the dwelling coverages written under 
regular fire policies, and at the same time be permitted to be independent for 
any multiple-line packages. 

8. That each rating bureau, which has filed or may wish to file multinle-tine 
package programs, shall obtain a new authorization from each of its sub- 
seriber companies to indicate clearly what kinds and classes each company 
currently authorizes the bureau to file on its behalf. Such reauthorization 
shall clearly indicate the options referred to in recommendation 7, above. 

9. That, if the coverage or package filed by a company is substantially the 
same as the coverage or package already filed for that company by a bureau, 
and if the company has not specifically limited its bureau subscribership to 
exclude such coverage or package, such filing shall be considered as a devia- 
tion even though the rating formulas involved may be entirely different from 
that filed by the bureau. The simple addition or subtraction of “fringe 
benefits” to or from that coverage or package will not be considered as a 
significant change in the basic nature of the insurance being provided. 
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B. Legislative action 
It is recommended— 
That this subcommittee make a complete study of the existing rate 
regulation statutes with the view of developing a model bill that would 
combine all rating laws into a single chapter, title, or section. 


IV. RESULTS EXPECTED 


A. Reasonable uniformity in the treatment of multiple-line contract filings 
among the several States. 
B. Such uniformity will be supported by statutory law. 


Vv. COMMUNICATIONS 


If the nine recommendations outlined in section III of this report are adopted 
py the rates and rating organization committee and if these recommendations 
are further adopted by the National Association of Insurance Commissioners, 


‘itis recommended that section IIIA of this report be transmitted, in its entirety, 


to each State insurance department, insurance company, rating bureau, and 
advisory organization, and that the transmission be by a letter, from the presi- 
dent of the NAIC, that indicates formal NAIC approval and adoption of the 
recommendations themselves and the principles underlying each recommendation. 


VI. DETAILS 


This section will contain general statements of fact in support of the recom- 
mendations contained in section III. Also included will be references to perti- 
nent court and/or insurance department actions and specific situations that 
elaborate upon the problems and explain some statements previously made. 


A. Definition of multiple line 


A definition of multiple line is needed because there is no statutory definition 
and no clear agreement within the industry upon the subject. 

For example, the term has been applied erroneously to such contracts as the 
DDD, a contract which is clearly casualty and fidelity. 

The recommended definition is concise and workable. 


B. Apply fire rules 

Multiple-line contracts or packages are predominantly fire and marine in their 
coverages and rates. 

Existing statutes for the treatment of fire insurance generally provide for 
prior approval and for an annual review of deviations. In the past, most 
jurisdictions have required that multiple-line packages be filed pursuant to the 
fire rating law. 


0. Single bureau concept 


This will remove the basis for the alleged coercion, hereinbefore mentioned. 

Multiple-line package rates are made by the various advisory organizations. 
These organizations have the technical competence to advise any bureau on a 
complete package. 

Filing by a single bureau will eliminate all confusion as to which companies 
are properly filed for which packages, and in what manner. 

As a practical matter there will be an elimination of an enormous and expen- 
sive duplication of effort, paperwork, and personal contact. 


D. Partial subscribership 


Court decisions have permitted companies to maintain independence for all 
insurance applying to habitational risks and at the same time subscribe to the 
fire bureaus for various other kinds, types, and classes of insurance. (Cullen 
v. Bohlinger, appeal dismissed, 350 U.S. 803, 76 S. Ct. 56; Pacific Fire Rating 
“a et al. v. Insurance Company of North America et al., 6336, Arizona, 

) 

Many fire bureaus have permitted companies to take independent action on 
the Homeowners’ policy and still maintain full subscribership for all other 
facilities of the fire bureau. This has been true in New York, West Virginia, 
Indiana, Michigan, South Carolina, Connecticut, Rhode Island, Ohio, Maryland, 
Pennsylvania, Delaware, Iowa, and in other States. 
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Certain insurance departments have taken the position that subscribers to g 
fire bureau which has made a filing of a multiple line package are properly 
qualified to write that package, unless the subscriber has specifically limiteg its 
subscribership to exclude the multiple line package. 

Historically, special coverages have been written independent of fire bureay 
filings on grain, feed, lumber, and certain manufacturing risks by companies 
otherwise maintaining full subscribership to fire bureau facilities. 

The manufacturer’s output policy is classifiable under fire bureau procedures 
but is written under filings made by MPIRO and by companies acting inde 
pendently. 

Multiple location forms were filed at their inception by the Interstate Under. 
writers Board (instead of by the fire bureau) for companies which belonged 
to the fire bureaus. 

Coverages which might be termed “multiple line” packages have been fileq 
and written as inland marine insurance and have been classed as inland marine 
under the nationwide marine definition. 


E. Comment and observation 


All multiple line packages should be considered as separate and complete ep. 
tities as insurance instruments and should be so treated in all matters inyoly. 
ing rating techniques, filing procedures, statistical reporting and Statutory 
proceedings. 

JUNE 24, 1958, 
Re nuclear clause for fire policies. 
Mr. VESTAL LEMMON, 
General Manager, National Association of Independent Insurers, 
Chicago, Ill. 


DEAR VESTAL: Please pardon my delay in answering your letter of May 21 
with reference to the above. As you know, I have been busy with some other 
things. 

The clause is in use in 19 States and I am informed it has been filed and 
approved for use in 18 Middle Western States, Colorado, Wyoming, and New 
Mexico, with open effective dates. 

You are correct—the clause is now in use by the New England Fire Insurance 
Rating Association. Some question was raised in Massachusetts, but I under- 
stand that question has been dropped. Louisiana and West Virginia have 
raised questions as a result of which we have recommended to the rating 
bureaus that they either withhold filing or withdraw filings previously made. 

No attempt has been made to file in New York because the New York 
department refused to approve two nuclear clauses that were submitted for use 
in connection with automobile policies and until that matter had been straight- 
ened out, we consider this futile to file on the fire policy. 

Yours very truly, 
J. RayMonp Berry, General Counsel, 


FIREMAN’S FUND INSURANCE Co., 
July 3, 1958. 
Mr. RocER CHICKERING, 
President, California Association of Insurance Agents, 
Berkeley, Calif. 


Dear Mr. CnHIcKERING: Thanks kindly for your letter of July 1 indicating 
that the California Association of Insurance Agents is in favor of the adoption 
of the general standard policy, except as respects three items. 

On the three items in question I personally would be inclined to the views you 
express, hamely— 

1. That the wording “against all loss’ is broader than the wording 
“against all direct loss.” 

2. That the requirement for the “insured to give written notice of loss 
without unnecessary delay” is broader than the wording “the insured shall 
give immediate written notice of any loss.” 

3. That the words “if required and obtainable, verified plans and specifica- 
tions of any building’ are somewhat more reasonable than the words “if 
required, verified plans and specifications of any building.” 

I would, however, also offer the opinion that they are not importantly more 
favorable or unreasonable. 
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If your association is in favor of securing standardization of the fire in- 
surance contract (and there are certainly many reasons favorable to this objec- 
tive) I think a willingness to go along on the three items in question would be 
well advised and actually represent little, if any, sacrifice in the public interest. 

Up to the moment I have not received any other objections on the points you 
raised, or in fact any others. Admittedly most of my replies are from local 
companies, I did have some conversation with one of the brokers organizations 
who raised exactly the same questions. While I do not have their final answer, 
current indications would lead me to believe they were favorably disposed to 

oing along. , 

I will look forward with eager interest to your further response on the recom- 
mended change in the policy form. In this instance I think we are fortunate 
that the differences are so minor of nature, and within an area I think would 
justify your association’s acceptance. Unfortunately we can’t develop uniform- 
ity without some compromise, as you well appreciate. 

Yours very truly, 





, Vice President. 


OFFICE MEMORANDUM 
JuLY 7, 1958. 
To: J. R. Berry, general counsel. 
From: W. F. Williams. 
Subject: Motor-vehicle legislation. 

This is a subject I have intended to write you about for some time, and sud- 
denly three separate events bring it to a head. First, pleae note copy of a 
letter from John A. Busterud in connection with hearings to be conducted in San 
Francisco and Los Angeles. 

The second item has to do with industry coordination on motor vehicle legis- 
lation. On Friday Perry Taft and I discussed in some detail the growing number 
of problems which effect both casualty companies and the fire companies. The 
interests of the NAUA are often vitally involved in such things as registration 
requirements on total wrecks, cancellation notices, etc. Right at the moment we 
are concerned with certain suggestions made in the State of Arizona by Mr. G. F. 
Potts, manager of the National Automobile Theft Bureau here in San Francisco. 
On June 4 he wrote a letter to Bob Dick in Perry Taft’s New York office men- 
tioning a talk given by the Theft Bureau’s special agent, Robert Dean, in 
Phoenix, Ariz., before the Casualty Insurance Claims Managers’ Council on May 
12. Mr. Dean actually suggested legislation at that time. Perry and I are con- 
cerned about the possibility that incidents of this kind can result in the same 
sort of thing we have had happen in the past when some engineer or other member 
of our industry has given encouragement to firemen in connection with fire mar- 
shal proposals and then later had our industry oppose these. As far as Mr. 
Potts is concerned we can take care of this easily at the local level. I am 
going to talk to Clyde Marshall about it this week (he is chairman for the local 
automobile theft bureau) and I know something can be worked out to improve 
communication. 

I merely bring this to your attention to complete the picture in connection with 
this hazy area of whether or not we should become more closely involved on studies 
on the motor vehicle legislation. 

The third point is in specific reference to the California Advisory Committee 
on Motor Vehicle Legislation. I was a member of this committee up to January 
1, 1956. At that time I transferred my membership to Trev Burrow. The com- 
mittee is made up of all automobile clubs, law enforcement agencies, district 
attorneys’ association, trucking organizations, motor vehicle department, pre- 
ducer organizations, casualty companies, California insurance companies, and 
many others. They hold a series of meetings in the even-numbered years pre- 
paring recommendations for the following long session of the California Legis- 
lature. Once the advisory committee has given its blessing to a proposal it is 
seldom changed or held up in the legislature. Members of the legislature have 
come to place great reliance on the long and careful screening process of the 
advisory committee. Probably 95 percent of their work would not concern us. 
They do not want members, on the other hand, who are not willing to do some 
work and attend their meetings. At least two of these meetings are held in 
Los Angeles and some are held in Sacramento. 
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All of the above is for your general information and now I come to the tw 
specific questions involved. (1) Do you have anything to add to my hotter 
addressed to Assemblyman Busterud? (2) Would you advise m - 


: Yai : : y seekin 
appointment to the California Advisory Committee on Motor Vehicle Legislation? 


W. F. Wiitiams, 


INSURANCE BroKERs’ Society OF SOUTHERN CALIFORNIA, 


July 8, 
Mr. Frep H. Morascnu, aoe 
Fireman’s Fund Insurance Co., 
San Francisco, Calif. 


Deak Mr. Morascu: Our society has carefully considered your request rela- 
tive to our views on the standard fire insurance policy. 

In our opinion we should continue to use the present California standard fire 
insurance policy without change. The New York standard policy, we are ip. 
formed, was drawn and submitted to the legislature without consultation with 
the production ranks of our industry. Fortunately this was not the case at the 
time of the original adoption of the present California policy, and we sincerely 
appreciate your seeking our views at this time. 

We believe that the California policy is an improvement over the New York 
policy, even though the changes-are relatively small in number. At the time 
our present policy was drawn all parties were fully aware of the conditions 
and the greater availability of the New York standard policy. National uni- 
formity has its merits, but we are certain that you will agree that national uni- 
formity is not desirable if retrogressive, and therefore not in the public interest, 

California has been a progressive leader in the insurance industry, and we 
do not believe that we should adopt the thinking or programs of other jurisdic. 
tions unless they are superior to those we have available. 

Sincerely yours, 








. President. 
JULY 14, 1958, 
Mr. Rosert E. DINEEN, 


Vice President, The Northwestern-Mutual Life Insurance Co., 
Milwaukee, Wis. 


Dear Bos: Please pardon the abruptness of this letter, but with the rash of 
codes with hearings all over the United States I just stop at this desk on the fly, 

I am enclosing herewith list of references to regulatory provisions passed by 
the Congress and excerpts from statutes. 

The next time we get together I would like to discuss with you the aviation 
treatment. 

Best regards. 

Sincerely, 


J. RAYMOND Berry. 





THE NORTHWESTERN MUTUAL LIFE INSURANCE Co., 

Milwaukee, Wis., July-8, 1958. 
Mr. J. RAYMOND BERRY, 
General, Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: When I compare your telephone call to me in Chicago with Senator 
O’Mahoney’s announcement of last Wednesday to concentrate on aviation, ma- 
rine, and mail-order insurance, your words were almost prophetic. 

Since I had a hand in the formulation of early aviation policy in New York, 
it may well be that the Senator may want to interrogate me. I recall that you 
mentioned that there were a number of congressional precedents in fields in- 
volving international operations in which Congress itself has encountered regu- 
latory problems. I wonder if you would forward that list to me so that I can 
start doing my homework. 

You certainly have to give the old boy credit; he sure is nimble on his feet. 

Sincerely yours, 


Rosert E. DINeEEN. 
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WorRKING COMMITTEE OF INDUSTRY COMMITTEE, JULY 15, 1958 


As the meeting with the New York Insurance Department was concluded 
gooner that anticipated, with subcommittee reconvened in the offices of the 
Inland Marine Insurance Bureau to further discuss matters raised at the prior 
day's meeting. 

The following were in attendance: 

Mr. J .R. Berry, National Board of Fire Underwriters. 

Mr. P. G. Buffinton, Associated Factory Mutuals. 

Mr. C. M. Close, Multi-Peril Insurance Conference. 

Mr. C. H. Graves, Mutual Insurance Rating Bureau. 

Mr. John Hamilton, American Mutual Insurance Alliance. 

Mr. George S. Hanson, National Association of Insurance Agents. 

Mr. Hugh Harbison, National Board of Fire Underwriters. 

Mr. Vestal Lemmon, National Association of Independent Insurers. 

Mr. M. W. Mays, Multi-Peril Insurance Conference. 

Mr. H. F. Perlet, Multi-Peril Insurance Conference. 

Mr. W. B. Pugh, Jr., Insurance Co. of North America. 

Mr. William Rodda, Transportation Insurance Rating Bureau. 

Mr. B. Shaw, National Association of Insurance Brokers. 

Mr. W. A. Stringfellow, National Association of Mutual Insurance Agents. 
Mr. Elmer Twaits, National Bureau of Casualty Underwriters. 

Mr. Harold L. Wayne, Inland Marine Insurance Bureau. 

Mr. Jiohn C. Weghorn, National Association of Casualty & Surety Agents. 
Mr. J. F. Collins, New York Insurance Department. 

Mr. H. Sohmer, New York Insurance Department. 


4. INTERLINE RATING FILINGS 


(a) Suggested simplification of method to be followed by rating organizations 
There was some further discussion of the joint filings to be made by coopera- 
tive rating bureaus. 


(b) Joint filings by rating bureau and independent insurers 


There was further discussion of this subject and the problems which Mr. Pugh 
believed were involved in the joint filing where a company acts independently on 
one of the lines included in the interline rating. 


5. PARTIAL SUBSCRIBERSHIP 


The first matter discussed was whether partial subscribership in a rating 
organization for certain insurance may be upon the basis which requires the 
subscribership to apply to the rating of that insurance, irrespective of whether 
the rating is for that insurance alone or is for that insurance when incorpo- 
rated in interline rating. For example, if an insurer is a subscriber to a fire 
rating bureau for residence fire when rated separately, does it have to be a 
subscriber to that bureau for residence fire when the rating of it is included 
in interline rating by that bureau? 

Mr. Harbison stated he believed that rating bureaus were of the opinion that, 
in such a case as outlined in the example and in all similar cases, the sub- 
scribership should apply and does apply to the rating of residence fire whether 
rated separately or in combination with other lines on an interline rating basis. 

Mr. Pugh stated he did not believe that an insurer would have to be a sub- 
scriber for the interline rating in such a case. He agreed to furnish to the sub- 
committee a statement of the difficulties which he believed would be created if 
it were held otherwise. 

Mr. Harbison took the position that the areas of permissible partial sub- 
scribership are stated in the fire and casualty rate regulatory laws and that 
such partial subscriberships as are provided are subject to reasonable rules and 
regulations applicable thereto; that the provisions of the law relating to partial 
subscribership do not create an uncircumscribed right; and that, on the con- 
trary, bureaus may adopt reasonable rules in connection therewith, and these 
rules necessarily must be reasonable in relation to protection of the rating 
bureaus and orderly rating as well as reasonable in relation to subscribers. 

Mr. Harrington agreed with Mr. Harbison and stated that while he was a 
member of the NAIC subcommittee on this matter it had always been thought 
that the inclusion of the provision with respect to reasonable rules was intended 
to protect the bureaus. 
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. ‘ : s is in the puby 

Mr. Berry pointed out that a continuance of rating bureaus is in Public 
interest and that Congress in Public Law 15 specifically recognized the necessity 
of rating bureaus. Therefore, it was his opinion that rules necessary to pre 
serve the rating bureau would be reasonable rules. 


This led to discussion of the meaning of the words “kind of insurance,” “clag 


of risk,” ete., in the provisions of the rate regulatory laws providing for pay. 
tial subscribership. ; 

The committee decided to continue the discussion at the next meeting to by 
held on Friday, July 25. 

Respectfully submitted. 


H. F. Perter. 


OFFICE MEMORANDUM 


JULY 18, 1958. 


To: Mr. J. R. Berry, general counsel. 
From: W. F. Williams. 
Subject: Trip to Idaho. 

My trip to Idaho was most successful and extremely interesting. Tommy 
Terrell had arranged several appointments including one with a Judge Baum 
who until recently was on the circuit court and is now semiretired but practicing 
law again in his own office. He knows just about every attorney in Idaho by 
his first name and gave me some very fine advice. Not quite in the same cate 
gory was a very interesting session with the Governor. Tommy tells me that 
he is a Democrat and so he hates to admit it but that Smylie is one of the best 
administrators the State has ever had. Unfortunately he is also a politica} 
opportunist of the worst kind and in some ways has all the earmarks of a 
“Senator Snort.” 

There were about six law firms that seemed to have some merit. One of 
these is the attorney for the rating bureau. He is not too active in legislative 
work and, furthermore, does not care to have any additional clients. One 
other, a Willis C. Moffatt, was recommended to me and I found him to be alto- 
gether too aggressive in his efforts to impress me and furthermore, the fact that 
he represented the Credit Life people did not sit too well. He says he does not 
represent them now but that if they came back to him with a big fat fee that 
he could not promise that he would turn them down. 

I found not a single person who does not agree that Hawley & Hawley have 
the highest qualifications and reputation. They are an old Idaho family and 
apparently have never gotten involved in many of the factional squabbles 
between the oil companies, the power companies, the railroads, and some others 
in Idaho. I know you would like Jess Hawley. He reminds me of George 
Clarke in many ways and as a matter of fact actually looks like him. They 
would be willing to undertake our representation for $1,500-plus a maximum of 
$500 for expenses. 

After my visit I am more convinced than ever that we must have some kind 
of representation in that State. While the total premium volume last year 
was not much over $38 million, it is just beginning to grow rapidly. The atten- 
tion which has been drawn to Idaho because of its inadequate insurance code 
and because of the /nland Hmpire case makes it inevitable that some problems 
may soon be developing there. The insurance department has become involved 
in the gubernatorial race since one of Smylie’s opponents has been critical of 
the department. In addiiton to all of this there appears to be an increasingly 
serious effort to push through an appropriation for recodification during the 
1959 session. Both Republican and Democrat members of the legislature to 
whom I talked tell me they believe the chances are very good that this appro- 
priation will actually get through. 

Added to all of this is the fact that we may very well have some serious prob- 
lems in Idaho in connection with the forthcoming changes in forms. The agents 
are scheduled to meet with a committee of the Board of Fire Underwriters the 
end of this month. The agents intend to ask whether or not these changes are 
actually necessitated by loss figures in Idaho. I was told by the manager 


of the rating bureau that he has already secured the commissioner’s verbal 
approval but that he is afraid the commissioner will collapse if any pressure 
develops against the proposed changes. 

to do with ECE. 


One of the most vulnerable spots has 
The rating bureau is asking that the ECE form with the 80 
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deductible and the TV antennas exclusion be approved at the present rate. Loss 
ratios have been running around 37 to 38 percent and the rating bureau is afraid 
they could be embarrassed if any public controversy developed. 

Actually, I do not think the agents are likely to do much about that because 
they will not really know about the rate situation until after the filing has 
peen approved and the rating bureau makes its mailing. What I do fear, how- 
ever, is that when they learn of the adoption of the new interregional forms in 
addition to these other changes they may object strenuously. The commissioner 
js not noted for remaining firm under such pressure. I have considerable faith 
jn the good judgment and reliability of Tommy Terrell as chairman of the 
agents contact committee but I do not have the same faith in two or three 
members of that committee. One of them, at least, is a troublemaker. 

Perhaps I have exaggerated misgivings about this situation, but I cannot help 
feeling there is a distinct possibility that we may be faced with the introduction 
of a State rating bill in the Idaho Legislature in 1959. If by some bad luck 
this actually comes about and if it is sponsored by the agents, we certainly 
cannot expect the usual help from Terrell—whether or not he himself would push 
the bill. 

I do not expect an answer to this memo since I told Mr. Hawley I would want 
to think more about the entire situation in Idaho and then would have to talk 
it over with you and would have to receive your instructions before contacting 
him again. This is something we can talk about when I see you in Helena. 


W. F. WILLIAMS. 


JULY 18, 1958. 
Re standard fire insurance policy, California. 
Mr, Frep H. Morasca, 

Vice President, Fireman’s Fund Insurance Co., 
San Francisco, Calif. 


Deak FreD: Thank you for sending me a copy of your letter of July 15 in con- 
nection with the California standard fire insurance policy. I see now from 
copies of letters addressed to you by the Insurance Brokers Exchange and the 
California Association of Insurance Agents that there is almost a unanimous ex- 
pression of opposition. 

This letter is to advise you that yesterday I received a call from Wally Scales 
who, as you know, is in the legal and compliance division of the insurance de- 
partment and has had the major responsibility for drafting and presenting the 
insurance department’s legislative proposals. He advised me that he was call- 
ing me without having discussed this matter with the commissioner but only be- 
cause he had heard that your efforts had been discouraged by the producer or- 
ganizations. An idea had just occurred to him that he thought might possibly 
present a method to reopen the entire subject. 

He points out that the general standard policy is included verbatim in the 
New York law but that it is followed by an interpretative section covering al- 
most all of the identical points raised as objections by the California producers. 
For example, has says this section states that where the fire insurance policy says 
that immediate notice must be given, it shall be interpreted to mean that notice 
must be given at the earliest possible date, etc. 

I have not discussed this matter with Mr. Berry and I do not know what the 
national board’s laws department may feel about such a proposal. Neither do 
I have an idea how it might be regarded by Mr. Allen and his committee. I am 
merely letting you know that if the idea has any merit there may still be a way 
to bring about industry agreement in this matter. 

Yours truly, 


W. F. WIrtaMs. 
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Legislative representatives, 1959 


State 


Representative 


Jesse M, Williams, Jr., Rushton, Stakely 
& Johnston. 

R. E. Robertson, Robertson, Monagle & 
Eastaugh. 


Arizona Irving A. Jennings, Jennings, Strouss, 
Salmon & Trask. 

James I. Teague, McMillen, Teague & 
Coates. 

W. F. Williams 

Robert J. Kirschwing 

Handled by New York office 

77 ets Fe. DONG 225s tessa eee eens 

Jesse F. Warren, Jr., Tilton & Warren---- 

Robert L. Russell, Russell & Russell 


Arkansas 
California 


Connecticut 
Delaware 


Harry G. Albright, secretary, Board of 
Underwriters of Hawaii. 

Jesse B. Hawley, Jr., Hawley & Hawley - 

William L. Martin 

Vv. M. Armstrong, Armstrong, 
Hudson & Kightlinger. 

R. W. Colflesh, Parrish, Guthrie, Col- 
flesh & O’Brien. 

Mark L. Bennett, Dumars, Davis & 
Bennett. 

No session in 1959 

Harry B. Kelleher, Lemle & Kelleher---_- 

Thomas N. Weeks, Weeks, Hutchins & 


Frye. 

J. Kemp Bartlett, Jr., Bartlett, Poe & 
Claggett. 

Arthur C. Conley, Insurance Federation 
of Massachusetts. 

W. O. Hildebrand, secretary-manager, 
Michigan Association of Insurance 
Agents. 

George W. Wells, Jr., secretary, Insurance 
Federation of Minnesota. 

No general session in 1959 

Tweedie Fisher, attorney, Jefferson City, 


Mo. 

H. J. Luxan & Scribner 

James L. Brown, Insurance Federation of 
Nebraska. 

George L. Vargas, Vargas, Dillon & Bart- 
l 


ett. 
New Hampshire Handled from New York office........---- 
Now Jersey...:...:..}-.. Res Lom 
New Mexico A. K. Montgomery, Seth, Montgomery, 
Federici & Andrews. 
New York James J. Beasley 
North Carolina......| Col. William T. Joyner, Joyner & Howi- 
son. 
Joseph .D. Byrne 
ER eee ae eee 
Walter D. Hanson, Hanson & Peterson... 


Gause, 


Maryland 


Massachusetts 


Minnesota. 


Mississippi 
Missouri 


Montana 
Nebraska 


Handled from San Francisco office._..-..-- 

Homer W. Teamer, Insurance Federation 
of Pennsylvania. 

James R. Beverley, Beverley, Castro & 
Lopez Baralt. 

Handled by New York office........-- 

N. A. Turner, Turner, Padget & Graham 

E. W. Stephens, Stephens, Riter & Mayer- 

Pe eee : 

Will C. Thompson, Thompson, Coe & 
Cousins. 


Pennsylvania 
Puerto Rico 


Rhode Island 
South Carolina 
South Dakota 
Tennessee 


Compensation 


Fee based on work done. 

— close of session. soa 
epresented us in 1957 for fee of $7 
His appointment for 1959 is inden: 
nite. Asked for $1,500 with right to 
adjust if work unusually heavy 
$750 plus expenses. To be adjusted 
at end of session if work unusually 
heavy. 

Fee, $1,500; expenses, 


Fee, $3,000; expenses, 


San Francisco office. 
Fee, $1,000; expenses. 


Fee, $1,200; expenses. 

Fee, $2,000; expenses. 

Retained from Nov. 1, 1958, to Oct. 31 
1959, on monthly retainer of $150, 
Legislative work :on per day basis, 


Fee, $1,500; expenses not to exceed $500, 
Chicago office. 
Fee, $3,000; expenses not to exceed $750, 


Paid fee of $4,000 plus $457 expenses in 
1957. Fee for 1959 undetermined, 
Fee $1,700; expenses up to $500. 


Fee $1,350; expenses. 
Fee $2,500; expenses. 


Fee to be based on work done. To be 
fixed at close of session. 
Fee $6,500. 


Fee $1,250; expenses, 
Fee $2,500. 


$300 per month. Estimate $1,000 for 
session plus expenses. 

Fee $1,500; expenses. 

Fee $1,000; expenses. 


Fee $3,000; expenses. 


Fee based on work done. To be fixed 
at close of session. 

Fee $7,500; expenses. 

Fee based on work done. To be fixed 
at close of session. 

Fee and expenses not to exceed $2,000. 

Fee $1,500; expenses. 

Monthly retainer of $125, plus $1,000 
to be paid in year of general session 
of legislature; expenses. 


Fee $3,500. 


Fee based on work done on special 
assignment, 


Fee $3,000; expenses. 

Fee $1,200; expenses not to exceed $400. 
Fee $750; expenses not to exceed $500. 
Paid on fee basis. 
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Legislative representatives, 1959—Continued 


Representative Compensation 





Handled from San Francisco office 

Handled from New York office 
Virginia.---- No session in 1959_ Dice nhananaae 
Washington. _.| George W. Clarke, Clarke, Clarke, Albert- | Fee $2,500; expenses. 

son & ae sete L . ae 
. irginia Stanley C. Morris, Robert W. Lawson Jr., | Fee for services, $7,150. 

West Virgin Steptoe & Johnson. 

Irving P. Mehigan__-.- Fee $1,000. 

Handled from New Yo: 

Clarence C. Klocksin 


—_—— 


Legislative sessions, 1959 


Session Representative 


Mr. Jesse M. Williams, Jr., Rushton, Stakely.& Johnston, 
1201-1214 Bell Bldg, Montgomery ,-Ala. 

R. S. Robertson, attorney, Robertson, Monagle & Eastaugh, 
Post Office Box 1211 (200 Seward Bldg.) Juneau, Alaska. 
Irving A. Jennings, Jennings, Strouss, Salmon & Trask, 619 

Title & Trust Bldg., Phoenix, Ariz. 
James I. Teague, McMillen, Teague & Coates, Suite 1004, 
Pyramid Life Bldg., Little Rock, Ark. 
W. F. Williams, National Board of Fire Underwriters, 465 
California St., San Francisco, Calif. 
= J. Kirschwing, Suite 404, Equitable Bldg., Denver, 
olo. 


Hugh Harbison, attorney, Travelers Indemnity Co., 700 Main 
St., Hartford, Conn. 


John A. North, president, Phoenix Insurance Co., 61 Wood- 
land St., Hartford, Conn. 
William R. Murphy, 1 Clarke Ave., Milford, Del. 
Jesse Warren, attorney, Tilton & Warren, Post Office Box 612, 
Tallahassee, Fla. 
Robert L. Russell, 17m Oliver Bldg., Atlanta, Ga. 
Harry G. Albright, secretary, Board of Underwriters of Hawaii, 
320 Dillingham Transport Bldg., Honolulu, Hawaii. 
Jess B. Hawley, Jr., Hawley & Hawley, Suite 610, Eastman 
Bldg., Boise, Idaho. 
W. L. Martin, assistant general counsel, National Board of 
Fire Underwriters, 222 West Adams St., Chicago, II. 
D. Logan Giffin (upon request only), Giffin, Winning, Lindner 
& Newkirk, ist National Bank Bldg., Springfield, Ill. 
V. M. Armstrong, attorney, 1100 Peoples Bank Bldg., In- 
dianapolis, Ind. 
E. P. Ressler, chairman, legislative committee, National Fire 
a Co., 115 North Pennsylvania Ave., Indianapolis, 
nd. 
Robert W. Colflesh, attorney, Parrish, Guthrie, Colflesh & 
O’Brien, Register & Tribune Bldg., Des Moines, Iowa. 
Mark L. Bennett (Dumars, Davis & Bennett), 408 New Eng- 
land Bldg., Topeka, Kans. 
H. O. MelIntosh, chairman, legislative committee, Hanover 
Fire Insurance Co., Columbian Bidg., Topeka, Kans. 
Harry B. Kelleher, attorney, Lemle & Kelleher, National Bank 
of Commerce Bldg., New Orleans, La. When legislature in 
session: care of Heidelburg Hotel, Baton Rouge, La. 
Thomas N. Weeks, attorney, Weeks, Hutchins, & Frye, 
Depositors Trust Bldg., Waterville, Maine. 
J. Kamp Bartlett, Jr., attorney, Bartlett, Poe, & Claggett, 
Calvert and Redwood Sts., Baltimore, Md. 
Arthur C. Conley, general counsel, Insurance Federation of 
Massachusetts, 11 Beacon St., Boston, Mass. 
W. O. Hildebrand, secretary-manager, Michigan Association 
of Insurance Agents, 516 Tussing Bldg., Lansing, Mich. 
George A. French, secretary and counsel, Insurance Federation 
of Minnesota, 1018 Roshay Tower, Minneapolis, Minn. 
For conference: 
Armand W. Harris, St. Paul Fire & Marine Insurance 
Co., 111 West 5th St., St. Paul, Minn. 
C. W. Hall, president, Northwestern Fire & Marine 
Insurance Co., 125 South 5th St., Minneapolis, Minn. 


Florida. 


Hawaii 
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NATIONAL BOARD OF FIRE UNDERWRITERS—Continued 


Legislative sessions, 1959—Continued 














State Session Representative 
eee Reeniat.........<- Tweedie Fisher, 115A East High St., Jefferson City, Mo 
Alex. B. Young, special agent, Hartford Fire Insurance Cc 
916 Walnut Street Bldg., Kansas City, Mo. we 
DEGGIE. 05 sds PO acm thangs H. J. Luxan, attorney, Luxan & Scribner, 322 Fuller 
(Box 1144), Helena, Mont. se 
WeRR 2c esocstt ks do_............| James L. Brown, secretary, Nebraska Insurance Federation 
Post Office Box 483, Lincoln, Nebr. , 
ID feos a8 = i088 occ George L. Vargas, attorney, Vargas, Dillon & Bartlett, 4 
| Ryland Bidg., Reno, Nev. . 
New Hampshire_....|.....do............. Lester S. Harvey, president, New Hampshire Fire Insurance 
Co., Manchester, N.H. "i 
INOW JEUY ....2224.-]--.-. do......-......| Francis Van Orman, vice president and general counsel, Amer. 
ican Insurance Co,, 15 Washington St., Newark, N.J. 
William B. Rearden, executive vice president, Firemen’s 
Insurance Co., 10 Park Pl., Newark, N.J. Fi 
New Mexico. -_......]..... DRiscascanacae A. K. Montgomery, attorney, Seth, Montgomery, Federici & 
Andrews, 301 Don Gaspar Ave., Post Office Box 828, Santa 
Fe, N. Mex. 
Be viinncacadlownue icicdaccomanse James J. Beasley, attorney, 29 Broadway, New York, N.Y 
North Carolina....__|..._. PL co diecattd Col. William T. Joyner, attorney, Joyner & Howison, 1103 
Security Bank Bldg., Raleigh, N.C. 
North Dakota......_|..... BO ine tedkers Jos. D. Byrne, agent, Home Insurance Co., Byrne Insurance 
Agency, 206 5th St., Bismarck, N. Dak. 
irk. od. ctotccns leads OX antics. Raymond W. Kilbourne, attorney, 50 East Broad St., Colum. 


bus 15, Ohio. 
Company Legislative Committee: 
Fred. I. Sipp, Hartford Fire; Thomas O. Dye, Phoenix 
Insurance Co.; W. H. Witherspoon, Aetna Insur- 


ance Co. 
Oklahoma...._......|.-- OGied. «clics..uci Walter D. Hanson, attorney, Hanson & Green, 929 Leonhardt 
Bldg., Oklahoma City, Okla. 
Company Legislative Committee: George E. Wyatt, 
chairman (retired), Hartford Fire Insurance Co., 415 
NW. 5th St., Oklahoma City, Okla. 


NON a cintiicancwndaie ants sttites William E. Bade, manager, Louise Humphrey, executive asso- 
ciate, Oregon Tax Research Council, 811 Portland Trust 
Bldg., Portland, Oreg. 

Pennsylvania _____- ...do 


Ss Aeiglihacecscee te Homer W. Teamer, secretary-treasurer, Insurance Federation 
of Pennsylvania, 5th and Chestnut Sts., Philadelphia, Pa, 

Puerto Rico.......__|-.. iin iste James R. Beverley, attorney, Post Office Box 2926, 150 Tetuan 
St., San Juan, P.R. 

Liberal co Christopher Del Sesto (Specific legislation only), Del Sesto & 
Biener, Smith Bldg., 57 Eddy St., Providence, R.I. 

i<...daetul do...............| N. A. Turner, attorney, Turner, Padget & Graham, 701-705 

Carolina Life Bldg., Columbia, S.C. 





South Dakota----_-__- AINE ciedoedbbbiaak Siu R. C. Riter, attorney, Stephens, Riter & Mayer, Hengel Bldg., 
Pierre, 8. Dak. 
Tennessee __........- i OULS . cele. Alfred Adams, Jr., Nashville Trust Bldg., Nashville, Tenn. 
Sari nsenpedne ..-do_.............| Will C, Thompson, Thompson, Coe & Cousins, Mercantile 
Securities Bldg., Dallas, Tex. 
hbk. ceeded peo ieee W. F. Williams, National Board of Fire Underwriters, 465 Cali- 
fornia St., San Francisco, Calif. 
Vernet, wi c stu. gaits Xtivd bite alt Vermont Association of Insurance Agents, Brattleboro, Vt. 
Washington. _-__....- pa thnidstaodied George W. Clarke, attorney, Clarke, Clarke, Albertson & 
Bovingdon, 1118 New World Life Bldg., Seattle, Wash. 
West Virginia.......|_-- TO eiscicewsnlhS Bestburnctsl Stanley C. Morris, Robert W. Lawson, Jr., Steptoe & Johnson, 
Kanawha Valley Bldg., Charleston, W.Va. 
Wisconsin. .........- s sans rasthalaaade .....| Irving P. Mehigan, attorney, 942-949 Bankers Bldg., 208 East 
Wisconsin Ave., Milwaukee, Wis. 
| Company Legislative Committee: Eli Shupe, manager 
and chairman, Home Insurance Co., 208 East Wisconsin 
Ave., Milwaukee, Wis. 
Wyoming-.........- Ab ziinth .ceikk W. L. Braerton, president, Braerton, Simonton, Brown, Inc., 
General Agents, 527 Gas and Electric Bldg., Denver, Colo. 
NO oo libs. . lies ks. athe dames | Clarence C. Klocksin, Hotel Continental, Washington, D.C. 
| 





—— 


Alabé 
Alask 
Ariz¢ 
Arka 


Calif 
Colo 


Con! 


Dela 


+ 4 ot the CUCU OOO... © 
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ASSOCIATION OF CASUALTY & Surety Cos. 


Legislative representatives, 1959 














ae ' 
| 
State Representative 
ss ey v s <r 
4 ___...------| William B. Moore, Jr.; Rushton, Stakely 
_—— | & Johnston. 
Veer A ek ea ee 
Arizona. -- .| Ozell M. Trask; Jennings, Strouss, Sal- 
x mon & Trask. | 
Arkansas. .----------| Howard Cockrill; Cockrill, Limerick & 
. Laser 
‘alifornia-..--------| Pacific coast department - 
Teneede William H. Hazlitt; Bannister, “Weller & 
| Friedrich. 
ecticut.--.----- Joseph P. Cooney; Cooney & Cooney - ---- 
vom J. Ronald Regnier (W. C.); Regnier & 
Moller. 
Delaware R. G. Hackett; J. A. Montgomery, Inc----| 
gt Hall | 
Florida.. wis Ha a 
Georgia William P, Whelchel.. 
Hawaii-- Harry G. Albright, Board of Underwriters 
of Hawaii. 
Idaho. .--- Willis E. Sullivan; Langroise, Clark & 
Sullivan. 

Tlinois- - - - - Midwestern office- a 
Indiana... ---- Ralph B. Gregg; Gregg, Fillion, Fillen- 
warth & Hughes. 

Bees R. W. Colflesh; Parrish, Guthrie, Colflesh 

& O’Brien. 
Rs ict candows Harry W. Colmery; Colmery & Smith--- 
ae TOO CIOS oon coc tncaassncesscnsoneene 
Louisiana. -......---- No session except for budget__.....-.----- 
Ns se cdiabes Thomas N. Weeks, Weeks, Hutchins & 
Frye 
Maryland. -....-...- J. Kemp Bartlett, Jr., Bartlett, Poe & 
Claggett. 
Massachusetts......- Insurance Federation of Massachusetts 
(Arthur C. Conley). 
Michigan.........-.- Oe. 0. Ms a tne aaaon 
Minnesota. - -..----- Insurance Federation of Minnesota 
(George W. Wells, Jr.), 
Mississippi. ......... TO i ae i ie 
iat Henry Andrae, Hendren & Andrae---__--- 
Montana.........--- PE a eee eae Ce 
Nebraska........-..- Insurance Federation (James L. Brown)-- 
aaa eta nneso Sea occ nd ttemntalenennniieoaies 


New Jersey........-- 
New Mexico.......-- 


ew York...:.....: 
North Carolina...... 


North Dakota__.___- 


eA 
Pennsylvania... _.--_- 
Puerto Rico____..._- 


Tenmessee___......_. 


Wd wine ccs 
Washington _.______ 
West Virginia. __.__. 
Wisconsin..........- 
Wyoming... ......... 





Irving H. Soden, Sulloway, Hollis God- 
frey & Soden. 

DOU OR, i i teal matic 

A. K. Montgomery, Seth, Montgomery, 
Federici & Andrews. 


Charles H. Young, Ruark, Young, Moore 
& Henderson. 

William R. Pearce, Cox, Pearce & Enge- 
bretson. 

Russell P. Herrold, 
Seymour & Peace. 
J. I. Gibson, Savage, Gibson, Benefield & 

Shelton. 
George E. Birnie. 
Insurance Federation (Homer W. T eamer) - 
James R. Beverley, Beverley, Castro & 

Rodriguez Lebron. 

Daniel J. Murray, Letts and Quinn_------ 
N. A. Turner, Turner, Padget & Graham-. 
E. Wt Stephens, Stephens, Riter & Mayer 
Lindsey M. Davis, Howard, Davis, 

Boult & Hunt. 

Edward Clark, Looney, Clark, Mathews, 

Thomas & Harris. 

NE Rae re eee 
nS, i, (ERIE. cccianaecudetna~snens 
No session - 
George W. Cle oe a ah 
Stanley C. Morris, Steptoe & Johnson__-_--- 
Irving P Mehigan. ee ea 
pe BO Pee eae ee 


Jr., Vorys, Sater, 


Compensation 


Fee, $6,000; expenses, $1,000 (subject to 
adjustment) 

Fee, $3,500 
settled). 

Fee, $1,500. 


(suggested; not finally 


Fee, $3,000; $1,500 to our 
committee. 


advisory 


Fee, $1,500, plus legal reporting ex- 
penses. 


Fee, $2,000, approximately. 


| Fee, $1,000, approximately. 


Fee, $2,250 (paid to attorneys W. H. 
Murphy and W. M. Pippin, re- 
tained by Mr.Hackett). Additional 
attorney retained for 1958-59 re 
compulsory. 

Fee, $1,500. 

Fee, $3,500 (1959-60); expenses up to 
$500 per year. 


Fee, $1,000, plus expenses. 


Fee, $4,000; expenses not over $500. 
Fee, $3,500. 


Fee, $4,000, plus expenses (not finally 
settled). 


Fee, $2,500; $600 expenses. 
Fee, $5,000; $1,000 expenses. 
$11,500. 


Fee, $3,000. 
$3,000. 


Fee, $3,000, plus expenses not in excess 
of $500. 

Fee, $2,000, plus necessary expenses. 

$1,500. 

Fee, $2,250, plus necessary expenses. 

Fee, $1,750, plus $250 (fee subject to 
adjustment), 

Fee, $4,500, plus necessary expenses. 

Fee, $1,000, plus expenses. 


Amount to be fixed at end of session. 
Paid $5,000 in 1957. 
Fee, $1,000; Jos. D. Byrne, $2,000. 


Fee, $5,000. 
Fee, $6,000, expenses, $1,500. 


Billed on hourly basis; $2,603.19 (1957). 
Fee, $2,400. 


. ee, $1,500, plus expenses. 

Fee, $3.7 750, plus expenses. 
Fee, $2,000, plus expenses under $500. 
Fee, $1,500, plus expenses. 


Fee, $6,000. 


Fee, $1,500. 
Fee, $1,250, plus $350 expenses. 


Fee, $3,500, plus expenses. 

Fee, $4,500, plus expenses. 

Fee, $5,000, plus $2,000 expenses. 
Fee, $750, plus expenses 





47932—60—pt. 735 
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List of State assignments, 1959 
State and legislative director: 


Alabama, W. L. Lincoln Nebraska,’ C. Van Orden 
Alaska, R. B. Crane Nevada, F. H. Young 
Arizona, C. D. Williams New Hampshire, C. D. Williams 
Arkansas,! F. Schreiber New Jersey, M. M. Gorman 
California, G. H. Davis (assisted by New Mexico, R. B. Crane 

F. H. voune) New York, E. Wallingford (assisteg by 
Colorado,’ C. Van Orden W. L. Lincoln) 
Connecticut, M. M. Gorman North Carolina, J. V. Bloys 
Delaware, F. H. Young North Dakota,’ W. L. Lincoln 
Florida, J. J. Nietmann Ohio,? J. Andrews 
Georgia, C. K. Peters Oklahoma, F.. Schreiber 
Hawaii, C. Van Orden Oregon, J. Andrews 
Idaho, G. H. Davis Pennsylvania, J. Andrews 
Illinois, J. V. Bloys Rhode Island, W. L. Lincoln 
Indiana, G. H. Davis South Carolina, J. V. Bloys 
Iowa,? C. D. Williams South Dakota,’ W. L. Lincoln 
Kansas,’ F. H. Young Tennessee,? J. V. Bloys 
Kentucky,? J. J. Nietmann Texas,! C. Van Orden 
Louisiana, J. J. Nietmann Utah,? R. B. Crane 
Maine, R. B.-Crane Vermont, F. Schreiber 
Maryland, J. Andrews Virginia,?? J. V. Bloys 
Massachusetts, H. R. Glenn (assisted by Washington, F. ‘Schreiber 

C. K. Peters) West Virginia, J. J. Nietmann 
Michigan, C. K. Peters Wisconsin, J. J. Nietmann 
Minnesota, C. D. Williams Wyoming, J. J. Nietmann 
Mississippi,’ 2 C. K. Peters U.S. Congress, M. M. Gorman (assisted 


Missouri,! C. K. Peters 


by R. Caruso) 
Montana,! F. Schrieber 


1 ALC direct responsibility States. 
2 These States do not meet in regular session in 1959. 


OFFICE MEMORANDUM 
January 5, 1959. 
To: Mr. J.R. Berry, general counsel. 
From: W. F. Williams. 
Re: Montana. 


Last week I received a personal telephone call from Commissioner Holmes 
reiterating the request he made to you by mail some time ago and verbally to 
both of us in New Orleans. He is most anxious to have Tom Lloyd of the Board 
of Fire Underwriters of the Pacific in Montana during the legislative session. 

I told Johnny that Mr. Lloyd is not an employee of ours and that we have no 
control over this assignment. I reiterated to him that Jack Luxan is our rep 
resentative although of course we might call upon others in the industry should 
some specific crisis develop. 

I. am-sending a copy of this memorandum to Mr. Colridge because I do not 
want any misunderstanding to develop between his organization and ours. My 
point is that should we need to ask the Board of Fire Underwriters of the Pa- 
cific for help in any form in the State of Montana it will be done through 
proper channels and not through outside sources. I do not mean for this to 
sound unduly abrupt. My conversation with Johnny was most cordial. 


W. F. WILLIAMS. 
JANUARY 6, 1959. 





For: Mr. Jack G. McKenzie. 

To: Mr. J. Raymond Berry. 

From: George H. Brown. 

Subject: Proposed wording—Legislation re multiperil policies. 


“VARIATION FROM STANDARD FORM 


“The commissioner may approve a form of policy insuring the peril of fire 
and additional perils that need not conform to the standard policy set forth in 
section —, provided (1) the coverage with respect to fire is not less than that 
afforded by the standard policy, (2) the policy is complete as to all its terms 
without reference to any other document, and (3) the provision relating to 
the mortgagee interest is identical with that contained in the standard policy.” 


Frotr 
For: 
To: 

Fro! 
Sub; 


ad 
and 


—- oo awe te ee oo i 
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OFFICE MEMORANDUM 
JANUARY 6, 1959. 
From : The National Board of Fire Underwriters, Committee on Laws. 
For: Mr. Jack G. McKenzie. 
To: Mr. J. Raymond Berry. 
From: George H. Brown. 
Subject: Proposed wording—legislation re multiperil policies. 


“VARIATION FROM STANDARD FORM 


“The commissioner may approve a form of policy insuring the peril of fire 
and additional perils that need not conform to the standard policy set forth in 
section — provided— 

“(1) The coverage with respect to fire is not less than that afforded by 
the standard policy ; 

“(2) The policy is complete as to all its terms without reference to any 

other document ; and 

“(3) The provision relating to the mortgagee interest is identical with 
that contained in the standard policy.” 


MINUTES OF MEETING OF THE SPECIAL COMMITTEE ON NATIONAL RATING ORGANIZA- 
TION, HELD AT THE UNION LEAGUE CLUB, NEw York City, JANUARY 14, 1959, aT 
8:15 P.M. 


‘Present: Mr. K. E. Black, chairman, and’ Messrs. Lester 8S. Harvey, J. Victor 
Herd, H. W: Miller, and William E.. Newcomb. 

Chairman Black stated that the Inter-Regional Insurance Conference was 
arranging for a meeting with the board of governors and the executive com- 
mittee of that conference on February 10, 1959. He stated that it would be 
desirable to have data for submittal as a basis for discussion at that conference 
based on the compromise of position reached within this special committee. He 
offered the following proposed resolution to be discussed with the board of 
governors: 


“PROPOSED RESOLUTION TO BE DISCUSSED WITH BOARD OF GOVERNORS ON INTER-REGION AL 


INSURANCE CONFERENCE BY SPECIAL COMMITTEE OF NATIONAL BOARD OF FIRE 
UNDERWRITERS 


“Resolved, That the conference enlarge the scope of this conference’s services 
and activities by also functioning as a rating organization on fire and allied lines, 
with potential. power for all jurisdictions nationwide. 

“Be it further resoWwed, That, implementing the foregoing, the executive com- 
mittee and general counsel are requested to submit to the members, for vote, 
such alterations and amendments of the constitution as shall be deemed necessary 
to permit the conference to qualify and function as a national rating organization, 
including special provisions, if technically necessary or desirable, to permit 
advisory operations in ratemaking pending integration of existing State rating 
bureaus into the national rating organization and for those jurisdictions where 
such an organization cannot legally qualify and function as a rating organ- 
ization.” 

Following extended discussion, it was voted to adopt the foregoing resolution ; 
Messrs. Black Miller, and Newcomb voting in the affirmative, Mr. Herd voting 
in the native, Mr. Harvey not voting. 

The meeting was adjourned at 9 :25 p.m. 

L. A. VINCENT, Secretary. 





MINUTES OF MEETING OF COMMITTEE ON LAWS OF THE NATIONAL BOARD OF FIRE 
UNDERWRITERS, HELD IN THE Boarp Room, 85 JOHN STREET, New YorRK, ON 
JANUARY 14, 1959, at 11 A.M. 


Present: Mr. H. Clay Johnson, chairman; Messrs. Philip 8S. Brown, E. 8. 
Coons, Jr., Nicholas Dekker, Lester Harvey, A. BE. Heacock, C. A. Loughin, 
William MacLean, J. G. Niederlitz, Addison Roberts, Frank Van Orman, Hugh 
Garland (representing John R. Barry), Hugh Harbison (representing Millard 
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Bartels), John Dillard (representing James F. Crafts), J. F. Deegan (repre. 
senting E. H. Forkel), Donald E. Reutershan (representing George D., Mead) 
and Russell Viering (representing John A. North); also William H. Tribou, 
secretary, Aetna Fire Insurance Group; Joseph F. Murphy, secretary, America 
Fore Loyalty Group; and Richard A. Winslow, general counsel, Boston Ingyr. 
ance Co.; General Counsel Berry, Assistant General Counsel George H, Brown, 
and Jack G. McKenzie and Ray E. Hughes of the law department staff. 

Advices of their inability to attend were at hand from K. E. Chapman, W., 1, 
Nolen (representing S. T. Shotwell) and W. A. Wickham. 


EMPLOYMENT OF GEORGE H. BROWN 


General counsel advised that Mr. Brown had been employed as assistant 
general counsel and introduced him to the committee. 


LEGISLATURES IN SESSION 


All States, as well as Federal Congress and the Territory of Hawaii, meet 
this year, the only States which will not convene in regular session are Ken- 
tucky, Mississippi, and Virginia. Forty-one States are in session as of this date. 


FEDERAL MATTERS 


H.R. 11639: This bill (which was before the last Congress) authorized the 
Defense Department to indemnify contractors and subcontractors against lia- 
bility on extra hazardous risks. The National Board and Casualty Association 
conferred with the general counsel of the Defense Department and suggested 
an amendment which was designed to make Government indemnity available 
only after private insurance, procurable at a reasonable cost, has been obtained. 
This amendment was not acceptable to the aviation interests and defense con- 
tractors. We are advised that similar legislation will be introduced at this 
session. 

General counsel asked for instructions as to how far he should go in an 
attempt to secure the amending language. Following discussion, it was the 
sense of the meeting that we oppose the legislation in the event we are unable 
to secure the amending language. 

It was also the sense of the committee that we recommend to the executive 
committee the formation of a subcommittee of executives for the purpose of 
following through on our position on H.R. 11689 and making such opposition felt 
among industry ranks within the discretion of the committee. 

Federal Housing Administration—Anticipating the reintroduction of self- 
insurance legislation, general counsel was instructed to oppose. 

Antitrust and monopoly Senate subcommittee investigation—At a meeting 
of the American Municipal Association at Boston in November, a representative 
of the investigating committee was present, listened to—but took no part in—the 
discussion. This association, or certain members of it, have complained that 
the activities of the national board—a private organization—have a direct 
bearing on some of their municipal problems, such as firefighting expense. 


STATE MATTERS 


Insurance codes will be introduced in Alabama, Arkansas, Florida, Georgia, 
and Montana this year. 
LITIGATION 


North Carolina firemen’s pension fund tawx—This matter has not yet been 
decided. We will advise companies as to procedure in sufficient time before 
filing date and payment of tax. 

Kentucky surcharge, Kentucky department store.—General counsel referred 
to pending litigation against seven of our companies, representing a class, based 
on alleged loading of rates for municipal taxes and an additional charge for 
expenses, which plaintiff claims is not provided by law. We have moved to 
dismiss but as yet no decision has come down. Plaintiff’s attorney now wishes 
to amend the complaint to include all companies authorized in Kentucky and 
our position is we will not agree to such an amendment—we will press for 
dismissal. 


eorkn 


atte. (ott Le Eh 
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SUBCOMMITTEE ON STANDARD POLICY 
Nuclear legislation 

The NAIC endorsed our proposal for legislation in statutory States in sub- 
stantially the following form: 

“Insurers issuing the standard policy pursuant to section — are hereby 
authorized to affix thereto or include therein a written statement that the policy 
does not cover loss or damage caused by nuclear reaction or nuclear radiation 
or radioactive contamination, all whether directly or indirectly resulting from 
an insured peril under said policy; provided, however, that nothing herein con- 
tained shall be construed to prohibit the attachment to any such policy of an 
endorsement or endorsements specifically assuming coverage for loss or damage 
caused by nuclear reaction or nuclear radiation or radioactive contamination.” 

Nuclear clause.—Legislation providing for nuclear clause in statutory fire con- 
tract States has been approved by representatives of all branches of the fire 
insurance business and the draft is now being used as a basis for introduction 
in the respective State legislatures. 

Pursuant to the action of the executive committee at the December meeting 
in approving the report of the subcommittee on standard fire insurance policy, 
pills have been prepared and are being introduced in statutory States permitting 
Jatitude in drafting multiple peril contracts. 

It was anticipated that some drafting problems will be encountered, both in 
relation to the nuclear clause and the so-called multiple peril amendment. These 
drafting problems were left with the chairman of the subcommittee and general 
counsel to resolve. 


NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS’ CONVENTION, NEW ORLEANS, 
LA., DECEMBER 13 TO 19, 1958 


M-1 report.—General counsel congratulated company men—particularly Hugh 
Harbison, chairman of our subcommittee, as well as his own staff, on their assist- 
ance in bringing about the postponement of action on this report until the 
June meeting. 

After discussion it was the feeling of this committee that litigation now pend- 
ing in New York State involved the principles of the M—1 report and had a direct 
impact on all branches of the business—property, casualty, and inland marine. 

General counsel was instructed to write to the New York Fire Insurance Rating 
Organization of this feeling on the part of this committee and to suggest that the 
rating organization invite the other branches of the business to meet with it so 
that other branches, if they so chose, could participate in, or assist in, the appeal 
of the New York Insurance Department’s decision on this question. 

General counsel also was instructed to see that rating organizations were 
alerted to the possibility of the M-1 report recommendation becoming effective 
through individual state promulgation (Nebraska and Ohio having taken steps 
in that direction). 

It was further recommended, subject to the approval of the executive com- 
mittee, that a copy of the written statement on this subject, read by general 
counsel (copy attached), to be sent to all members of the National Board of Fire 
Underwriters. 

BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded, it was voted to approve payment of the 
following bills amouunting to $10,094.65: 


Russell, Vandiver & Russell, retainer, Georgia______._-._.-__.________ $450. 00 
Walter Hanson, attorney fee and expenses, Oklahoma______________ 1, 630. 00 
Insurance Federation of Massachusetts._._...._..__._......._______ 3, 250. 00 
Insurance Federation of Nebraska__.....-_._.._-..__- 1, 000. 00 
cn mamemetive Beeriee. ee 505. 00 
Lemle & Kelleher, attorney fee and expenses, Louisiana_____________ 1, 359. 65 
Jesse F’. Warren, attorney fee, Florida__...__..............____. 950. 00 
Stephens, Riter & Mayer, attorney fee, South Dakota__...___ 750. 00 
State Capital Information Service, legislative service, Ilinois________ 200. 00 

TO eae ela ea sicscans Chpcasae nec pe es hes ap ee ee 10, 094. 65 
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ADJOURN MENT 


There being no further business to come before the committee, the meeting 
adjourned at 1:40 p.m. 


L. A. VINCENT, Secretary, 


STATEMENT READ BY GENERAL COUNSEL TO COMMITTEE ON LAWS oF NatIonar 
Boarp OF FIRE UNDERWRITERS, JANUARY 14, 1959 


M-—1 REPORT 


The NAIC did not adopt the M-1 report at the New Orleans meeting. Action 
was postponed to the June 1959 meeting. What happens to the report at the 
June meeting probably will be unimportant. In the months intervening, the 
business and the insurance departments will not stand still. 

In addition, one and possibly two court decisions may be handed down by 
them—one of which court decisions could make NAIC action almost moot. 

It is to those insurance department actions and court decisions that I wish to 
address these remarks. The first thing we must be sure to understand is what 
is at stake. 

The M-1 report and the New York Insurance Department decision of August 
6, 1958 are in agreement that: “an insurer, while still a subscriber to a fire 
rating bureau in respect to mercantile occupancy classes, may be an independent 
as to those same classes when written as part of a multiple line contract.” 

Said another way: Subscribership to a rating bureau’s services as to class 
of insurance does not give to a rating bureau filing authority as to that class of 
insurance, if written as part of a multiple line contract. 

The rationale of the New York decision drives one inescapably to the con- 
clusion (and at least some insurers supporting the New York decision concede 
this) that an insurer subscribing to two or more classes of a fire rating bureau— 
let us say dwelling fire and dwelling extended coverage—by combining the 
coverage into one indivisible premium, can at its option file independently of the 
rating bureau. 

Stated another way—as to all indivisible premium contracts, whether intra- 
line (one kind of insurance) or interline (more than one kind of insurance) 
all insurers, at their option, are independents. In such situations rating bureaus 
are for all practical purposes merely advisory organizations. 

This has been so in New York since August 6, 1958. 

The States of Ohio and Nebraska, since the New Orleans convention, have 
issued regulations which reach this same result. I predict a number of States 
will shortly follow. Ohio has sent its regulations to every insurance department. 
The insurance companies which are advocating this state of the law have reached 
a definite policy decision, know exactly what they are seeking, and are working 
constantly with insurance departments toward the results sought. 

The second piece of litigation referred to above is in the State of Washington 
and there the litigating company has made it clear beyond question that this 
same result—i.e., reduction of rating bureaus to an advisory status, and divorce- 
ment of filing from subscribership, is to be extended byeond combination con- 
tracts, whether intraline or interline and is to apply to all property insurance 
contracts. In the Washington litigation the insurer, while remaining a sub- 
scriber to the rating bureau, attempted to file as an independent for all classes. 

I am not now talking for or against this state of the law, but I am anxious to 
make crystal clear— 

(1) What is explicit and implicit in the M-1 report and in the New York 
decision ; 

(2) What must be anticipated if this matter is permitted to proceed as 
it is presently proceeding. 

If the business is content to try this new way of life, where each company, 
while still using the rating bureau for service, is at its option an independent, 
nothing need be done. If it is not content with such a prospect, then something 
or some things need to be done—and done quickly. 

Stopping the M-1 report in NAIC will not stop the actions which that report 
recommends. 
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MISSISSIPPI STATE RATING BUREAU, 
Jackson, Miss., January 20, 1959. 
Insurance Company of North America et al. v. Insurance Commission-Home- 
owners Policy. 


Mr. J. RAYMOND Berry, 
General Counsel, National Board of Fire Underwriters, New York, N.Y. 


Dear Ray: You will no doubt recall that the insurance commission refused 
to permit the North America to file their Homeowners’ policy under the casualty 
act and the North America took an appeal to the circuit court. 

I am enclosing a copy of the judge’s decision and will advise you further if 
and when the matter is acted on by the State supreme court. 

Personal regards. 

Sincerely, 


JACKSON, Miss., January 18, 1959. 
Re Insurance Company of North America et al. v. Insurance Commission. 


Hon. Jor T. PATTERSON, 
Attorney General, State of Mississippi, 
Jackson, Miss. 

DeaR Mr. PATTERSON: We are glad to be able to advise that Hon. M. M. Mc- 
Gowan, circuit judge, has affirmed the order of the insurance commission on this 
matter, and we enclose a copy of Judge McGowan’s written opinion. 

We will see that a formal order is entered affirming the order of the insurance 
commission. We do not know whether Insurance Co. of North America will 
appeal to the Supreme Court of Mississippi, but we feel reasonably confident that 
the supreme court would also affirm the action of the insurance commission in 
this matter. 

Very respectfully yours, 
WaTKINS & BAGER, 
By Tuos. H. WATKINS. 


In THE CrrcurT CourRT OF THE First District or H1nps County, MIss. 
In THE MATTER OF THE FILING OF NORTH AMERICA Cos.’ HOMEOWNERS POLICIES 


Insurance Co. of North America, Philadelphia Fire & Marine Insurance Co., and 
Indemnity Insurance Co. of North America v. Insurance Commission of the 
State of Mississippi and Mississippi State Rating Bureau 


APPEAL FROM THE STATE INSURANCE COMMISSION 
WRITTEN RULING OF CIRCUIT JUDGE 


The question involved in this appeal is whether or not the Casualty Insurance 
Act of 1946, which now appears in our code as sections 5834-01, et seq., has the 
effect of overriding what is known as the fire rating act, or the Rating Bureau 
Act of 1924, appearing in our code as sections 5816, et seq., so far as the filing 
of rates for stock fire insurance companies is concerned. The Casualty Act 
above referred to was adopted in 1946, as aforesaid, pursuant to a decision of 
the U.S. Supreme Court bringing the business of insurance generally within the 
purview of the Interstate Commerce. The act of Congress, pursuant to the 
decision, gives a grace period for State action which would obviate Federal 
control. The Casualty Act of 1946 was the response of the Mississippi Legis- 
lature to this provision. Counsel for the insurance commission contends that 
the fire rating act referred to above as the Rating Bureau Act was considered 
by the legislature in 1946 as sufficient so far as State control was concerned in 
its particular field. 

The issue here was brought about when the appellant, North America Cos., 
filed directly with the insurance commission their multiple peril policy, known 
as homeowners policy. This is a comprehensive policy which covers many 
branches and phases of insurance all consolidated into one policy, with a com- 
posite premium. Several kinds of casualty insurance in addition to fire insur- 
ance are incorporated in the policy. 
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The controversy centers largely around the construction of a paragraph jp 
the Casualty Act of 1946 which the appellant says gives them the right to 
“designate” which agency shall be adopted to receive the filing. 

It is apparent that the homeowners policy represents a most beneficial aq. 
vantage in the insurance field. The business of insurance during recent decades 
has gone through revolutionary processes and from all this has produced many 
advantages for the companies and for the public generally. Among these ad- 
vantages are a single policy covering many types and phases of risks, [t is 
said to be a saving through premium rate, and an unusual convenience to the 
public in removing the necessity of a large number of policies, and removing 
the difficulty of keeping track of expiration dates, etc. 

Both counsel seem to admit that the structure of the policy is such that no 
breakdown could be made of the resulting composite premium. This obviates 
the possibility of a dual filing, that is, a fire policy with the rating bureau ana 
the filing of the casualty policy with the insurance commissioner. 

Counsel for the insurance commission contend that if the device sought to be 
put into effect by the North America Cos. be permitted to stand it would effee- 
tually abolish the rating bureau. The rating bureau is at least a quasi-officig) 
organization though not directly supported by the State. It is at least provided 
by statutory action and performs the function which the legislature has declared 
to be beneficial to the public. 

Counsel for the commissioner says the bureau could be effectually eliminated 
by all stock companies merely incorporating casualty features in the Policies, 
and this seems to be the current tendency in the insurance field. It is also 
apparent that this contention is correct. 

I do not believe that an agency created by the State to perform certain 
important functions could be abruptly terminated by judicial interpretation, 
and would have to so rule. 

Both sides have filed lengthy and learned briefs which I have read with 
unusual interest and attention. However, the controlling factor in the case 
seems to be plain and I think I have correctly stated it above. 

The legislature is the instrumentality which is to bring about any change in 
the laws of the State, and not the courts. 

IT feel that there is great merit in the homeowners policy and that it would 
be a great convenience to the people to have the benefit of policies of this kind. 
However, as stated above, I do not believe the same can be brought about by 
judicial action. 

It is contended the Fire Rating Act of 1924 is unconstitutional. It is true 
the State has taken competition out of the fire insurance business and fixed a 
uniform rate scale, which, if initiated by the companies, would have been a 
monopoly. It is also true the State is telling a private business in this State 
what it can charge for its service. 

The constitutionality of the act would depend upon the subsistence of the 
dangers to the public welfare set forth therein. I could not say after 34 years 
of the life of the act that such did not or do not now subsist to such a degree 
as to bring the substance of the act within the purview of the general police 
powers of the State. Therefore, I am compelled to rule that the insurance 
commissioner be affirmed. 


M. M. McGowan, Circuit Judge. 


JANUARY 20, 1959. 
From: The National Board of Fire Underwriters, Committee on Laws. 
For: Mr. McKenzie. 
Mr. Ett SxHovupr, 
Milwaukee, Wis. 


Dear Exit: The proposal for variation in the standard fire insurance policy is 
enclosed and would you please arrange for its introduction? I think that 
Bob Knowles is certainly well liked but it may be advisable to have a joint spon- 
sor with him of the opposite party. Bob would undoubtedly be able to take 
care of this. 

I think that the purpose of the bill is quite obvious but if you need any argu- 
ments on the matter please get in touch with me. 

Yours very truly, 


Wnr1umM L. Mastin. 
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203.06 of the statutes, relating to permissible variations in the standard 
4 BILL To oe fire insurance policy 


The People of the State of Wisconsin, represented in Senate and Assembly, do 
as follows: 
et { 8) of the statutes is created to read: 

“903.06(8). No part of the standard policy shall be omitted therefrom except 
that any policy which includes either on an unspecified basis as to coverage, or 
for an indivisible premium, coverage against the peril of fire and substantial 
coverage against other perils need not comply with the provisions of the standard 
policy provided such policy with respect to the peril of fire shall include pro- 
yisions which are the substantial equivalent of the minimum provisions of such 
standard policy; provided, further, the policy is complete as to all its terms 
without reference to any other document; and provided, further, said form of 
policy is approved by the commissioner.” 


From: The National Board of Fire Underwriters, Committee on Laws. 
: I onzie. 
a. JANUARY 27, 1959. 
Re Standard fire policy’s variation in multi-peril policies. 
Francis VAN ORMAN, Hsq., 
Vice President and General Counsel, 
American Insurance Co., 
Newark, N.J. 


Dear Mr. VAN ORMAN: AS you are aware, the laws committee of which you 
are a member has recently approved a program permitting a variation of the 
terms of the standard fire policy in multiple peril contracts. Pursuant to the 
instructions of the committee, we have prepared, and are enclosing herewith, 
a proposed wording to be incorporated in a bill to accomplish this purpose in 
the State of New Jersey. The wording authorizes the commissioner of bank- 
ing and insurance to approve multiple peril policies including fire without the 
necessity of literal compliance with the requirements of the standard policy. 

We should appreciate your assistance in endeavoring to have the bill enacted 
at this session of the legislature. 

As you know, efforts are also being made to secure the passage of the nuclear 
clause provision. Although both matters relate to the standard fire policy, we 
should like to stress that we do not wish to complicate the nuclear clause pro- 
vision by having the subject of this bill incorporated therein. The local repre- 
sentative of the American Mutual Alliance will be seeking to secure the passage 
of the nuclear clause legislation, and any assistance that you may be able to 
afford him will be appreciated. However, both bills should be treated sepa- 
rately and all possible efforts made to secure their enactment just as soon as 
possible. As a matter of information, we are enclosing herewith a draft word- 
ing, in the alternative, of the nuclear clause provision. 

Very truly yours, 


Grorce H. Brown, 
Assistant General Counsel. 


EXECUTIVE COMMITTEE, JANUARY 29, 1959 


REPORT OF THE ACTUARIAL BUREAU COMMITTEE 


The report of this committee was presented by Chairman Mays. A copy is 
appended. 


Homeowners policies 


Coding block for daily reports.—Upon motion, duly made and seconded, it was 
voted to concur in the action of the actuarial bureau committee empowering it 
to act by mail vote on the proposal which is expected to be received within 10 
days from Multi-Peril Insurance Conference and National Bureau of Casualty 
Underwriters on the form of coding block for use on Homeowners daily reports. 

Coding by stamping offices and audit bureaus.—Following motion, duly made 
and seconded, that the entire report be approved, there was discussion of the 
recommendation that the coding of Homeowners daily reports be done by 
stamping offices and audit bureaus. It was stated that Multi-Peril Insurance 
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Conference had already recommended that such daily reports be audited by the 
respective stamping offices or audit bureaus. During the discussion jt was 
pointed out that if the recommendation is adopted, coding would be in keeping 
with the provisions of the Homeowners statistical plan that has been approved 
by this committee. The question was called for and the motion unanimously 
carried. 

Data processing for statistical agencies.—As the national board representa. 
tive on the policy committee, Mr. Mays reviewed the steps taken pertaining to 
the initial survey of the five statistical agencies and brought the committee y 
to date on the recent meetings of the policy and study committees of the organi. 
zation to be known as data processing for statistical agencies. 

Hearing on Pennsylvania rate filing—General Counsel Berry reported on the 
hearing which he attended with Dr. Finnegan in Philadelphia on January 26 
stating that the hearing will be continued on Friday, January 30. : 


REPORT OF THE COMMITTEE ON ADJUSTMENTS 


The report of this committee was presented by Chairman Barclay. It was 
received and a copy is appended. 


REPORT OF THE COMMITTEE ON FINANCE 


In the absence of Chairman Ridgway, the report of this committee was pre 
sented by General Manager Vincent. It was received and a copy is attached, 


REPORT OF THE COMMITTEE ON LAWS 


In the absence of Chairman Johnson, the report of this committee was pre 
sented by General Counsel Berry. A copy is appended. 

Federal matters: H.R. 116389——Upon motion, duly made and seconded, it was 
voted to concur in the recommendation of the committee on laws that this bill 
to be confiscatory as to them. Such a rule [rate] raises practical difficulties, 
of carrying through this opposition. 

Statistical rating and filing problems of multiple line contracts—NAIC M-1 
report.—General counsel read a written statement on this subject which the law 
committee recommends be sent to all members of the national board. Upon mo- 
tion, duly seconded, it was voted that this be done. Mr. Chubb requested that 
he be recorded as voting in the negative. 

Payment of bills—Upon motion, duly seconded, it was voted to approve the 
report as a whole, including confirmation of payment of bills as listed therein. 


NEW BUSINESS 


Public hearing to be held in Austin, Tex., February 4, 1959.—General counsel 
read letter, dated January 20, 1959, from the commissioner of insurance of the 
State of Texas to all companies or associations writing fire or casualty insurance 
in the State of Texas, notifying them of a public hearing to be held in Austin on 
February 4 to consider a number of questions involving the writing of rein- 
surance. 

Mr. Berry asked for an expression from the committee as to whether this sub- 
ject warrants legal representation at the hearing. It was the consensus that it 
does and the matter was left in the general counsel’s hands. 

Amendment to New York insurance law—S. 688.—Upon motion, duly seconded, 
it was voted that the national board join with the Association of Casualty and 
Surety Cos. in opposing the bill to amend the New York insurance law which, if 
adopted, would add the following sentence: 

“It is the declared public policy of this State that whenever rates are filed by 
or on behalf of companies using the services of duly licensed independent insur- 
ance agents or brokers, those rates shall provide for fair and reasonable compen- 
sation to such independent agents or brokers.” 


PRELIMINARY ESTIMATES OF PREMIUMS EARNED 


Preliminary estimates of premiums earned by States for the year 1947—pre- 
pared in the actuarial bureau and supplied to Inter-Regional Insurance Confer- 
ence in April 1958—came very close to the final figures as developed by the 
statistical plan, with 31 of the estimates being no more than 1 percent off. 
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NUCLEAR ENERGY PROPERTY INSURANCE STATISTICS 


Advise has been obtained from the Nuclear Energy Property Insurance Asso- 
ciation that complete data are on hand relative to experience on business written 
through that association and that collections of such data will be continued by 
that association until such time as it appears necessary for a statistical agent 
to assume that duty. 


RADIOACTIVE CONTAMINATION CLASSIFICATION CODES 


Consideration was given to a recent bulletin issued by Inter-Regional Insur- 
ance Conference to the effect that premiums and losses for radioactive con- 
tamination should be classed as fire. General Counsel Berry’s memorandum was 
read reviewing the position of the industry that radioactive contamination is not 
fire. It was voted to refer the matter back to Inter-Regional, together with gen- 
eral counsel’s memorandum. 


STANDARD CLASSIFICATION 


Subdivision of class 011—Seasonal dwellings.—Upon review of the volume of 
business involved, it was voted not to amend the standard classification to pro- 
yide a separation of occupancies such as motels, now included in the seasonal 
dwelling class. 

CLASSIFIED EXPERIENCE REPORTS 


Alaska.—The actuarial bureau committee voted to include with countrywide 
tabulations the classified experience for Alaska, beginning as soon as a full year’s 
experience under statehood is at hand. 

Puerto Rico.—The situation in Puerto Rico was reviewed whereby the rating 
of government property has been removed from the jurisdiction of the rating 
bureau, while the insurance department insists that it be included without sepa- 
ration in the national board reports of classified experience. It was the view 
that the actuarial bureau continue its tablulations in accordance with the insur- 
ance department’s directive, inserting a footnote to the effect that the figures 
include experience on government property. 





ADDITIONAL ACTUARIAL BUREAU COMMITTEE REPORT TO THE EXECUTIVE COMMITTEE, 
MEETING OF JANUARY 29, 1959 


On Monday, January 26, 1959, the manager of the actuarial bureau appeared 
at the hearing now in progress in Philadelphia and presented a formal state- 
ment of the national board’s position with regard to the breakdown on expense 
totals according to the various schedules of the statistical plan for expenses. 
General Counsel Berry accompanied Dr. Finnegan. 

The commissioner asked that similar data be supplied by companies, with 
the names of the companies in code so that the confidential nature of the in- 
formation might be safeguarded. An effort is being made to have this informa- 
tion available by the end of this week, at which time another appearance at the 
hearing will be made. 


JANUARY 30, 1959. 
Re standard fire policy, variation, multiple peril policies. 
Mr. Jess B. HAWLEY, Jr., 
Hawley & Hawley, Eastman Building, Boise, Idaho. 


Dear JESS: We are most anxious to have enacted in Idaho permission to use 
other than the standard form fire policy in multiple peril contracts. Under the 
present requirement where the entire standard form must be used, great compli- 
cations arise—some of which are mechanical and others lead only to confusion 
in the minds of the insured. Following are five good examples of differences. 
In every instance the coverage is broader than the statutory policy but under 
the present limitation the insured can become confused. 

1. Exclusions of money and securities ——The statutory fire policy reads, “This 
policy shall not cover * * * money or securities. * * *” Under the homeowners’ 
ee coverage is afforded by the policy for money and securities subject to a 

it. 
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2. Exclusion of loss by theft.—The statutory fire policy contains provision 
reading, “Nor shall this company be liable for loss by theft.” Under the home. 
owners’ policy, coverage is afforded with respect to loss by theft. 

8. Suspension during vacancy.—The statutory fire policy contains a condition 
reading, “Unless otherwise provided in writing added hereto, this company shall 
not be liable for loss occurring * * * (b) while a described building, intendeg 
for occupancy by owner or tenant, is vacant or unoccupied beyond a period of 
60 consecutive days. * * *” Under the homeowners’ policy, this condition jg 
eliminated. 

4. Exclusion of loss from explosion or riot.—The statutory fire policy contains 
a condition reading, “Unless otherwise provided in writing added hereto, this 
company shall not be liable for loss occurring * * * (c) as a result of explosion 
or riot, unless a fire ensue, and in that event for loss by fire only.” Under the 
homeowners’ policy, this condition is eliminated. 

5. Actual cash value.—The statutory fire policy reads in part, “* * * does, 
insure the insured * * * to the extent of the actual cash value of the property at 
the time of loss.” Under the homeowners policy, coverage is provided on a re. 
placement basis. 

You will find attached exact language for the proposed bill. We would ap- 
preciate your discussing this with the insurance department and then having 
it introduced so that it may be enacted in the present legislative session, 

This proposal should be adopted in the exact form as attached. The only lee. 
way we have is that if a State has a provision which requires that a policy be 
a self contained document—the proviso set forth in lines 16 and 17—“provided 
further that the policy is complete as to all its terms without reference to any 
other document”—should be omitted. I have checked the Idaho code and find 
no such provision but I mention it here so that you or the legislative counsel 
may be aware of it. 

I wish to emphasize that the highest priority should be given to the nuclear 
clause proposal which is to be introduced by counsel for the American Mutual 
Insurance Alliance in Idaho. We want both of these, of course, but should 
there be any question about which should have priority we want everyone to 
know that the nuclear clause is by all means most important. 

Kindest regards, 
W. F. Wiis. 


THE NATIONAL BoArp oF FrreE UNDERWRITERS, 
New York, February 4, 1959. 


To Members of the National Roard of Fire Underwriters: 


GENTLEMEN: At meeting of the executive committee January 29, 1959, general 
counsel read a written statement on the subject of statistical rating and filing 
problems of multiple line contracts, NAIC M-1 report. The executive committee 
concurred in the recommendation of the laws committee and voted that copy 
be sent to all members of the board. (One member of the committee requested 
that he be recorded as voting in the negative.) There is attached a copy of the 
statement dated January 14, 1959. 

Very truly yours, 
L. A. VINCENT, General Manager. 


STATEMENT READ RY GENERAL COUNSEL TO COMMITTEE ON LAWS OF NATIONAL 
Boarp OF FIRE UNDERWRITERS, JANUARY 14, 1959 


M-—1 REPORT 


The NAIC did not adopt the M-1 report at the New Orleans meeting. Action 
was postponed to the June 1959 meeting. What happens to the report at the 
June meeting probably will be unimportant. In the months intervening the 
business and the Insurance Departments will not stand still. 

In addition, one and possibly two court decisions may be handed down by 
then—one of which court decisions could make NAIC active almost moot. 

It is to those insurance department actions and court decisions that I wish 
to address these remarks. The first thing we must be sure to understand is 
what is at stake. 
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The M-1 report and the New York insurance department decision of August 6, 
1958, are in agreement that: ; 

“An insurer, while still a subscriber to a fire rating bureau in respect to 
mercantile occupancy classes, may be an independent as to those same classes 
when written as part of a multiple line contract.” : 

Said another way—subscribership to a rating | bureaus services as to class 
of insurance does not give toa rating bureau filing authority as to that class 
of insurance if written as part ofa multiple line contract. 

The rationale of the New York decision drives one inescapably to the con- 
clusion (and at least some insurers supporting the New York decision concede 
this) that an insurer subscribing to two or more classes of a fire rating bureau— 
let us say dwelling fire and dwelling extended coverage—by combining the cov- 
erage into one indivisible premium can at its option file independently of the 
rating bureau. aS ica oat ; 

Stated another way—as to all indivisible premium contracts, whether intra- 
line (one kind of insurance) or interline (more than one kind of insurance) all 
insurers, at their option, are independents. In such situations rating bureaus 
are for all practical purposes merely advisory organizations. 

This has been so in New York since August 6, 1958. 

The States of Ohio and Nebraska, since the New Orleans convention have, 
issued regulations which reach this same result. I predict a number of States 
will shortly follow. Ohio has sent its regulations to every insurance depart- 
ment. The insurance companies which are advocating this State of the law 
have reached a definite policy decision, know exactly what they are seeking 
and are working constantly with insurance departments toward the results 

ht. 

The second piece of litigation referred to above is in the State of Washington 
and there the litigating company has made it clear beyond question that this 
same result, i.e., reduction of rating bureaus to an advisory status, and divorce- 
ment of filing from subscribership is to be extended beyond combination con- 
tracts—whether intraline or interline and is to apply to all property insurance 
contracts. In the Washington litigation the insurer, while remaining a subscriber 
to the rating bureau, attempted to file as an independent for all classes. 

I am not now talking for or against this state of the law, but I am anxious to 
make crystal clear: 

(1) What is explicit and implicit in the M-1 report and in the New York 
decision ; 

(2) What must be anticipated if this matter is permitted to proceed as it is 
presently proceeding. 

If the business is content to try this new way of life, where each company, 
while still using the rating bureau for service, is at its option an independent— 
nothing need be done. If it is not content with such a prospect, then some- 
thing or some things need to be done—and done quickly. 

Stopping the M-1 report in NAIC will not stop the actions which that report 
recommends. 


Fesruary 4, 1959. 
Re Insurance Company of North America et al. v. Insurance Commission—Home- 
owners Policy. 
Mr. F. JuLt1an CARROLL, 
Manager, Mississippi State Rating Bureau, 
Jackson, Miss. 


Deak JULIAN: Thank you for your letter of January 20. I have read the 
court’s opinion with considerable interest because the North America has 
attempted to do in Alabama what it has attempted to do in other States, i.e., 
distort the meaning and purpose of the language of the Casualty Act which, 
according to the court’s opinion, North America says, “gives them the right to 
designate which agency shall be adopted to receive the filing.” 

I do not know what language the North America was relying on in the 
casualty rating law, but in all-industry States they have relied on the following 
language in section 2 of the all-industry bill: 

“If any kind of insurance subdivision or combination thereof or type of 
coverage, subject to this Act, is also subject to regulation by another rate regula- 
tory Act of this State, an insurer to which both Acts are otherwise applicable 
shall file with the commissioner a designation as to which rate regulatory Act 
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shall be applicable to it with respect to such kind of insurance, subdivision or 
combination thereof or type of coverage.” 

You will note in the above language that each of those designated categories, 
kind of insurance, ete., has to be subject to both acts before this designation 
section has any application. It will not suffice for the North America to gq 
that part of this type of coverage is subject to one act and part is subject to 
another act. Under the language quoted it must show that each of the cate 
gories, i.e., kind of insurance, etc., is subject to both acts. In other words, the 
entire coverage furnished must be subject to both acts before the language jg 
applicable. Obviously it would not be applicable to the filing involved in your 
law suit because some of the coverage is subject to the Fire Act. 

The history of the quoted language makes it clear beyond question that what 
we have said above is the correct construction. (Incidentally, none of the 
lawyers of the North America was on the industry committee which put that 
language together, but I should add, this has not deterred them from saying 
what was in the minds of the draftsmen. This would be funny if it were 
not for the fact that the writer of this letter was chairman of the subcommit- 
tee which was handling the problem which this language was intended to 
solve. ) 

The situation is this—when the all-industry committee sat down to draft 
the rating laws—definitions of kinds of insurance, were not exact in the vari- 
ous State statutes. Thus, kinds would overlap in the same State and kinds 
would have different limits in different States. There was no time to draw 
identical definitions of kinds of insurance and, even if there had been time, 
almost certainly, some States would not have adopted them. 

There were, however, two classic overlaps with which the committee mem- 
bers were generally familiar. One was in motor vehicle insurance where some 
coverages were liability ; some coverages were property damage and some States 
a special kind of insurance was called motor vehicle and that was broad enough 
to include both liability and property damage. 

The second situation had to do with personal property floater and was in- 
land marine insurance in all jurisdictions and was also part of casualty insur- 
ance in certain jurisdictions. 

The situation was further complicated by the fact that there were two major 
rating organizations for motor vehicle; one a liability rating bureau and one a 
property rating bureau. 

The earliest draft of both rating laws by the all-industry committee expressly 
provided that each law would apply to all motor vehicle insurance. Thus, there 
was an obvious duplication—the fire rating law provided it would apply to 
all motor vehicle insurance and the casualty rating law provided that it would 
apply to all motor vehicle insurance and these provisions continued in all of 
the subsequent drafts of the all-industry bill up to the final or semifinal drafts 
when the subcommittee, of which I was chairman, made a recommendation agree. 
able to all that motor vehicle insurance, of whatever kind, would come under the 
casualty law. 

Up to the time of this solution, it was obvious that some language was needed 
to take care of the overlap as to motor vehicle, and the so-called designation 
language was designed to do that work. It was also designed to take care of 
the personal property floater problem and such other unknown overlaps where 
there was dual jurisdiction of the entire coverage under both rate laws. The 
language was left in the final draft because these latter situations were not 
solved at the time the final all-industry draft was recommended. 

You will note, therefore, that the language in question has nothing to do 
with so-called multiple line combination contracts. Furthermore, it had noth- 
ing to do with coverage part of which was under one rate law and part of which 
was under another. 

I do not know whether the court or counsel knew of the history back of this 
language, but the court seems to have found the correct result nevertheless. 

With best regards, 

Sincerely yours, 





, General Counsel. 
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MISSISSIPPI STATE RATING BUREAU, 
Jackson, Miss., February 6, 1959. 
Insurance Company of North America et al. v. Insurance Commisison Home- 
owners Policy. 
Mr. J. RayMonD Berry, — s 
General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 

Dear Ray: Thank you for your letter of February 4 giving us some of the 
packground as to the intent of the all-industry rating law. 

I had discussed this matter with you over the telephone and you gave me some 
of this information but the detailed explanation made in your letter will be 
helpful when our attorney argues this matter before the supreme court. 

The record of the hearing before the insurance commission which is the basis 
for the appeal is quite lengthy, however, if you are interested in reviewing it I 
will be glad to send you a copy. 

I am planning to be in New York for a 2-day meeting on March 9 and 10 
which is the annual meeting of bureau managers called by Inter-Regional and I 
hope I will have an opportunity of seeing you. 

Best personal regards. 

Sincerely, 
JULIAN, Manager. 


TERRITORY OF ALASKA, 
INSURANCE DEPARTMENT, 
Juneau, February 9, 1959. 
Mr. Jack G. McKENZIE, 
Assistant General Counsel, the National Board of Fire Underwriters, 
New York, N.Y. 

Dear Jack: We would have difficulties here in the Juneau area of choosing 
two or three attorneys that act independently and that are not either associated 
with a group of attorneys, in some cases already representing other organiza- 
tions, or is quite politically inclined. 

The names that immediately come into mind upon receipt of your correspond- 
ence of February 3 and that being Mr. John Dimond and Mr. Bob Boochever both 
of the firm of Faulkner, Banfield, Boochever, Dimond, Dugan. I believe that in 
this firm that Norman Banfield represents the American Mutual Alliance. I 
have one other attorney in mind in town that is independent but is a member of 
the senate. If he is eligible his name is Senator Tom Stewart. 

I have no way of knowing if the legislation that has been studied by us will 
be introduced in the first part of the session. We all assume that there will be 
two sessions this year and the first session will be completely swamped by 
determining the reorganization plan and the pay bill. No one knows about 
appointments until the reorganization plan is approved and then who shall 
take over certain jobs. We are keeping our fingers crossed here as to holding 
the insurance department either as a separate department entirely or as a 
separate division under the department of commerce and, of course, for reap- 
pointment. There is a plan to introduce a bill for hearings and appeals that 
evidently is taken along the same line as one in the State of California. As 
soon aS it comes out of committee I will see that you get a copy. There is 
considerable change in it from the one that we studied and that I found in 
many of the insurance laws and, of course, your representative can make any 
comments to the legislature on it. Possibly the only bill that this department 
will get in at this first session will pertain to the formation of domestic insurance 
companies. This original bill was prepared in using the Washington law has 
been revised somewhat by the attorney general’s office. If I introduce a bill 
from this office now it must go to the attorney general’s office first for study 
and then go to the Governor’s office to determine if it is needed with their policy 
plan. I assume this will take a considerable length of time and any bills that 
should be introduced immediately for passage by the industry could go through 
their own representatives and bypass this attorney general’s office and the 
Governor’s office. 

I will keep you posted on everything that comes up. Best regards. 

Very truly yours, 
Ross P. DUNCAN, 
Insurance Commisisoner. 
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OFFICE MEMORANDUM 
FEBRUARY 9, 1959, 
To: Mr. George Brown, assistant general counsel. 
From: W. F. Williams. 
Subject: Multiple-line legislation. 


I have now heard from our attorneys both in Arizona and Idaho. The report 
is not good. Both the Arizona department and the Idaho department object 
violently to our introducing this proposal in the present sessions. 

The Arizona department is already being criticized for having too many bills 
on its own. They say that they have been most cooperative in making it pos. 
sible for us to write multiple-line policies in that State, and request that we 
do not inject this issue at the present time. They feel that even though this 
is not a part of the same issue, that the bitter controversy in connecion with the 
M-1 report at the NAIC meetings makes our timing very bad. They will not 
support our bill and if they are called upon to give testimony, should we in- 
troduce it without their support, they will express the opinion that this proposal 
should be postponed until various other problems in connection with multiple 
line underwriting are resolved. 

Leo O’Connell in Idaho has taken essentially the same position. He had an- 
nounced previously that this allout effort this session would be devoted to secur- 
ing approval of the recodification appropriation. Since the nuclear clause 
was approved by the NAIC at New Orleans, he has backed down to the extent 
that today he is presenting a bill on our behalf as a department measure. He 
not only says the same things that the Arizona department says, but Jess 
Hawley advises that the commissioner indicates fear of inciting fresh con- 
troversy should we introduce the bill. He feels that this subject is extremely 
explosive in Idaho and that some who do not understand it would become 
excited and perhaps endanger the other main legislative proposal. 

Based upon previous instructions from you and from Mr. Berry I have, there. 
fore, advised counsel in both States to drop the multiple-line proposal. 


W. F. WILLIAMs. 


COMMITTEE ON LAWS, FEBRUARY 19, 1959 


The divergence of opinion between the mutuals, which wish to get the benefit 
of Government indemnity on offsite compensation risks, and the stock com- 
panies was discussed and the indications were noted that the industry may not 
be able to approach the Armed Services Committee with a united front. 

Antitrust and Monopoly Senate Subcommittee investigation—General counsel 
reported that there were no new developments of immediate interest. 

Nuclear Energy Property Insurance Association.—A letter was read by general 
counsel from the association requesting the national board to “take such action 
as its laws committee or general counsel deem necessary or desirable in pro- 
tecting the interests of property insurers with respect to legislation pertinent 
to nuclear hazards, including amendments or interpretations of the Price-An- 


derson Act.” No objection was voiced, and it was understood counsel would 
proceed as requested. 


* * * * * * 


EXECUTIVE COMMITTEE, FEBRUARY 26, 1959 


Planet Insurance Co.—Resignation of the Planet Insurance Co. was accepted as 
of March 31, 1959, the company having discontinued all direct writings and all 
facultative reinsurance business, effective 12:01 a.m., January 1, 1959. 


REPORT OF COMMITTEE ON PUBLIC RELATIONS 


In the absence of Chairman Lange, the report of this committee was read by 
the general manager. The report was received and a copy is appended. 

Summer fellowship program.—Upon motion, duly seconded, it was voted to 
concur in the recommendation of the public relations committee that the national 
board participate in the fellowship program for 1959 on the same voluntary 
baffsis as in prior years and that contribution of $200 be made toward the admin- 
istrative expenses of the program for this year. 
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Relocation of public relations department.—Upon motion, duly made and 
seconded, it was voted to move the public relations department from its present 
quarters on the fifth floor to the 1,714 square feet on the ground floor formerly 
occupied by the Norwich Union Fire Insurance Society at an increase in rental 
for the department of $1,580.39 per annum. 


DEFERRED BUSINESS 


Insurance Information Institute——It was reported that the Association of 
Casualty & Surety Companies had approved the revised report of the subcom- 
mittees and the constitution of the proposed organization to be known as the 
Insurance Information Institute. Thereupon, it was on motion duly made and 
seconded voted that the executive committee empower the officers of the board 
to proceed to put this plan into effect which has already been approved in principle 
py this body. 

ADJOURNMENT 


There being no further business, the meeting, upon motion, was adjourned at 
11:25 a.m. 
L. A. VINCENT, Secretary. 


MINUTES OF MEETING OF COMMITTEE ON LAWS OF THE NATIONAL Boarp oF FIRE 
UNDERWRITERS, HELD IN THE Board Room, 85 JOHN Srreet, New York, N.Y., 
on Fesruary 18, 1959, at 11 a.m. 


Present: Mr. H. Clay Johnson, chairman; Messrs. John R. Barry, Philip S. 
Brown, E. 8. Coons, Jr., Frank F. Dorsey, C. A. Loughin, J. G. Niederlitz, John A. 
North, Addison Roberts, A. L. Ross and Francis Van Orman; John H. Dillard 
(representing James F. Crafts), Joseph F. Murphy (representing Nicholas 
Dekker), J. F. Deegan (representing E. H. Forkel), Allen A. Backer (represent- 
ing Lester 8S. Harvey), Seymour L. Braman, (representing A. E. Heacock), 
Donald E. Reutershan (representing George D. Mead), W. L. Nolen (representing 
§. T. Shotwell) ; also William H. Tribou, secretary, Aetna Fire Insurance Group; 
Hugh Garland, vice president, Corroon & Reynolds; Richard A. Winslow, gen- 
eral counsel, Boston Insurance Co.; as well as General Counsel Berry, Assistant 
General Counsel McKenzie and Brown, and Ray Hughes of the law department 
staff. 

Advice of his inability to attend was on hand from Mr. W. A. Wickham. 


FEDERAL MATTERS 


General counsel reported that H.R. 4103 and 4148, which authorize the Defense 
Department and National Aeronautics and Space Administration, respectively, 
to indemnify contractors against liability and loss on extra hazardous risks, 
were considered by an industry committee comprised of representatives of 
American Mutual Insurance Alliance, the Association of Casualty & Surety 
Companies, and the national board at the board offices on February 13, 1959. 
The purposes of the meeting were: 

(1) To avoid a dispute on the floor of Congress with various segments of 
industry which are encouraging the passage of these bills. 

(2) To propose amendments which will (@) narrow the scope of “nuclear 
or other unusually hazardous risks’ to embrace solely those which are 
unusually hazardous, so that private insurers will be able to cover conven- 
tional perils; and (b) attempt to have the Secretary or officials of the 
appropriate department make an actual determination as to the availability 
of private insurance. 

The divergence of opinion between the mutuals, which wish to get the benefit 
of Government indemnity on offsite compensation risks and the stock companies, 
was discussed and the indications were noted that the industry may not be 
able to approach the Armed Services Committee with a united front. 

Antitrust and Monopoly Senate Subcommittee investigation—General counsel 
reported that there were no new developments of immediate interest. 

Nuclear Energy Property Insurance Association.—A letter was read by general 
counsel from the association requesting the national board to “take such action 
as its laws committee or general counsel deem necessary or desirable in protect- 
ing the interests of property insurers with respect to legislation pertinent to 
nuclear hazards, including amendments or interpretations of the Price-Anderson 
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Act.” No objection was voiced, and it was understood counsel would proceeg 
as requested. 
STATE MATTERS 


‘ ae counsel reported that the proposed 2-percent tax bill was 
efeated. 

North Carolina: Legislation re mandatory assumption of risks.—Genera) 
counsel stated that our legislative representatives in North Carolina were cop. 
cerned about proposed legislation which would require all insurers writing fire 
and extended coverage in North Carolina to assume risks in the case of fire and 
windstorm coverage along the beach areas of the Carolina coast. The legisla- 
tion has the support of the agents in the Wilmington area. A discussion ensued 
concerning various means of opposing this legislation and general counsel was 
expressly instructed to oppose these bills and to engage local counsel for this 
purpose. 

Missouri Howeowners’ policies —General counsel reported that the attorney 
general had ruled that Howeowners’ policies cannot be used in Missouri since 
they are deemed to be discriminatory and proposed legislation has been intro- 
duced providing for a special rate regulatory law which will permit Homeowners’ 
coverage to be written and statistics to be maintained upon a policy basis jn- 
stead of a class basis. It was the consensus of those present that appropriate 
eee should be made to this bill and failing this that the bill should be 
opposed. 

Indiana; Legislation re multiple line.—A bill has been introduced in Indiana 
at the insistence of the executive of a small Indiana company whereby multiple- 
line coverage will be deemed to constitute a kind of insurance for rate regula- 
tory purposes. Upon Mr. Loughin’s recommendation, based on the understanding 
that the all-industry committee dealing with the problem of the M-1 report 
were agreed that a solution should be found within the framework of the exist- 
ing law, it was resolved that the Indiana bill should be opposed since the prob- 
lem should not be solved in this manner by legislation at this time and general 
counsel was directed to oppose the bill. 

New York: Senate bill 688—Agents’ commissions.—General counsel read from 
this bill a declaration that it is the public policy of the State that whenever 
rates are filed by or on behalf of companies, the companies shall make provision 
therein for the payment of reasonable commissions to agents. Mr. Berry stated 
that due to the emergent nature of the bill and the momentum behind it, he had 
sought instructions from the executive committee and that the executive com- 
mittee decided that the bill should be opposed. Although the bill has passed the 
senate, it has been slowed down in the assembly. 

Texas: Reinsurance ruling—We have retained local counsel who attended a 
hearing held by the board of insurance commissioners in Austin at which repre- 
sentations were made that the department carefully consider any ruling affecting 
reinsurance which might in turn affect the solvency of direct writing companies. 
Local counsel has presented our views and it would appear that the department 
has been apprised of a sufficient number of problems so as to make it hesitant 
about modifying its earlier rulings with respect to reinsurance. 

Texas: Attorney general’s opinion re authorized capital.—Local counsel has 
been retained with a view to persuading the attorney general to reverse earlier 
opinions requiring a foreign company to have all its authorized stock subscribed 
for, issued and paid up notwithstanding the fact that such company meets the 
requirements of its domiciliary State and complies with the minimum statutory 
capital requirements of the State of Texas. We have prepared and filed, through 
local counsel, a memorandum of law and are attempting to have legislation intro- 
duced which will satisfactorily dispose of this problem. 


LITIGATION 


North Carolina firemen’s pension fund tar.—A decision has been handed down 
by the highest court of North Carolina holding the above tax statute unconstitu- 
tional. Companies will be entitled to receive a refund of taxes paid under pro- 
test. A copy of the decision will be forwarded to interested members and a 
bulletin concerning this matter has been sent to our member companies advising 
them concerning the manner in which refunds will be made. 

Kentucky: Surcharge—Kentucky department store.—Class suit by plaintiff 
insured against class of defendant companies to recover municipal taxes allegedly 
illegally charged to insureds was dismissed for lack of jurisdiction. It is prob- 
lematical whether an appeal will be taken. 
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BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded, it was voted to approve the following 
pills in the sum of $8,814.95 : 


Steptoe & Johnson, attorney fee and expenses, West Virginia_______- $7, 339. 95 
The Legislative Index Co., New York_----------------------------- 330. 00 
Claude D. Minor, attorney S00: V dh A ictiAtnatianiee 750. 00 
Russell & Russell, attorney fee, Georgia~--_-_--------------------. 150. 00 
Barl L. Crellin, legislative expenses, Missouri__-_.---_---__----~-- 225. 00 
Insurance Federation of Wisconsin--~---~-------_--------~---~--- 20. 00 


Corroon & REYNOLDS GROUP, 
New York, N.Y., March 2, 1959. 
J. RayMOND Berry, Esq., 
General Counsel, National Board of Fire Underwriters, 
New York, N.Y. 


Dear Ray: I had hoped to deliver this to you in person today but because 
you were tied up in conference, I was not able to get to you. If you want to 
talk about it, I will be glad to go over and see you. 

Sincerely yours, 
HueGH GARLAND, Vice President. 


[Bracketed language deleted from original. Italicized language added to original] 


Re New York Senate bill 688 (same as house 1039). 
To the Committee on Laws of the National Board of Fire Underwriters: 

In the Legislative Record of January 21, 1959, on page 60, are two bills which 
have been introduced in the New York State Assembly : 

H. 1039 (which is the same as S. 688, on p. 17) and which would add to 
the “purpose” article of the New York rating law a statement to the effect 
that rates which are filed on behalf of companies using the services of inde- 
pendent agents or brokers must provide for fair and reasonable compensation 
to those producers. 

H. 1281 which would add to the insurance law a new section 12la requiring 
the consent of the superintendent to any reduction in brokers’ commissions on 
automobile liability insurance. 


If these two bills were to become law, commission and brokerage would be subject 
to regulation by the superintendent. This has been resisted for many years by 
the whole insurance business, including agents and brokers. Its revival at this 
time, at the instance of agents and brokers, [follows and undoubtedly must 
have been prompted, at least in part,] has been brought about by the following 
acts of the insurance companies themselves: 

1. The action of the National Automobile Underwriters Association, 
pursuant to vote of its members, arbitrarily reducing the provision in its 
rate filings for acquisition cost from 25 percent to 20 percent ; 

2. A proposal of the Multi-Peril Insurance Conference to reduce the ex- 
pense factor in the homeowners filings to a figure which can only be recon- 
ciled with actual expense statistics by reducing the acquisition cost far below 
the actual average figure of member and subscriber companies. 

Attached hereto is copy of correspondence with the superintendent of insur- 
ance of New York on this subject, as well as copies of letters sent to all rating 
organizations of which our companies are members or subscribers, and to all 
commissioners. These letters were written because we were convinced that 
the action taken by the NAUA and the proposed action by MPIC made it 
advisable for us to establish that we were not part of any concerted action 
[by a rating or advisory organization] to reduce commissions. We are still 
free to take whatever action we may think suited to individual cases, but the 
action of the organizations referred to above are going to make it extremely 
difficult to convince anyone that any subsequent reduction in commission rates 
isnot part of an agreed plan. 

Up to this point we have spoken of our own companies and their problems, but 
[it would seem that] all companies who are members of these organizations or 
subscribe to their services face the same problems. It is a question involving the 
whole business, its practices, its public relations, and proposed investigations in 
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connection with which the national board has assumed the burden of adyi 
member companies. Therefore, we deem it a proper subject for disc 
and action by the national board. 

It has been established beyond question that supervisory officials, who approve 
ur disapprove rates, have no right or power to regulate commissions. In New 
York we have the opinion of the attorney general, of February 24, 1949, on the 
question of the application of the Donnelly Act to commission-fixing agreements, 
which recites the well-established rule that the superintendent may not fix 
commissions, or maximum or minimum rates of commissions, and further that 
similar action by companies is forbidden by Federal laws and New York law: 
that neither rating organizations nor advisory organizations may fix commis. 
sions, and that companies are deprived of private power to regulate commis. 
sions. We are contident that these premises will be accepted by everyone. 

The only argument which has been advanced by or on behalf of the organiza. 
tions mentioned above is that the use of a factor for commissions in ag rate 
filing imposes no obligation on companies using the rates to adhere to the eom. 
mission factor; that they may pay whatever rate of commission they like and, 
therefore, there is no direct or indirect control of commissions. This is @ trang. 
parent subterfuge which, in our opinion, cannot stand up under any attack lega] 
or otherwise for the simple reason that it is nothing more than an [argument 
that it is permissible] attempt to do indirectly what cannot be done directly. 
[This opinion is supported by the record which shows] Whatever force this 
araument might have is lost when it appears from the record that the con- 
mission factor used (1) is five to seven points below the actual average of 
all companies, (2) cannot be supported by any statistics and (3) represents a 
reduction of more than five points [in the acquisition cost factor] solely as a 
result of a vote of member companies. ‘ 

In this connection, attention is called to Superintendent Wikler’s letter of 
December 3, 1958, showing overall aggregate commissions [in New York] of 
27.2 percent for collision and 25.2 percent for comprehensive, as compared with 
20 percent in the rate filing. Obviously [so far as New York is concerned] the 
20 percent figure has no realistic relation to any known facts and is far below 
the average. In making that filing the NAUA stated, as part of the filing, made 
on behalf of all member and subscriber companies that— 

“We amended the method of calculating the needed premium revenue * * * by 

reducing the provision contained in the formula of 25 percent for acquisition 
cost and applying a factor of 20 percent. This was done following action taken 
by the entire membership at its annual meeting on May 21, 1958.” 
In another letter of the same date, August 8, 1959, to the New York superintend- 
ent it is stated that the filing “represents a decrease of 6.89 percent in needed 
premium revenue as a result of the reduction in the acquisition cost factor from 
25 percent to 20 percent.” 

In a letter dated January 9, 1959, from the NAUA to the superintendent of 
insurance of New Mexico, following receipt by the latter of the form letter 
attached hereto, it was stated by the manager: 

“The sole change made in our new filing * * * was to alter the factor of 25 
percent to a factor of 20 percent, in accordance with the vote of our entire 
membership at its annual meeting on May 21, 1958.” 


In our letter to the superintendent of New Mexico, we had contended that the 
proper factor for acquisition cost should be the average of all member and 
subscriber companies. As to this, the NAUA had this to say to the superin- 
tendent : 

“* * © we request that you determine again before any hearing is held 
whether the change advocated by the Corroon & Reynolds Group would result in 
higher or lower insurance rates for policyholders in your State.” 


Sing 
ussion 


It is thus apparent that the change in commission was a policy decision having 
no relation to the facts, but [wholly] solely for the purpose of effecting a reduc- 
tion in rate regardless of the condition shown by experience, and this decision 
was made by the members at a meeting where subscribers had no voice [vote]. 
{It is also apparent that, if the reduction in acquisition cost factor had not been 
made, the new rate would have been inadequate as a matter of simple addi- 
tion and, therefore, could not have met the required tests of the rating law.] 
We believe [that] where, as in [a] this case [such as this where] an arbi- 
trary figure is taken for acquisition cost, and it is far below the actual aver- 
age, the practical result is a control of commissions brought about by the force 
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of economic pressure. Every rate filing must have a loading for profit, other- 
wise it is not a valid rate under the rating law. The validity of the loading 
for profit as predicated upon the assumption that losses and expenses will be 
within the prescribed percentages. When there is an arbitrary reduction of 
more than five points from the average commission, the result is to force com- 
panies which use those rates and which have been paying the average rate of 
commission (or even the rate in the previous filing), to reduce commissions, 
write the business at a loss, or stop writing it altogether. 

The fact that a certain flat figure has been used as an acquisition cost fac- 
tor in the past does not justify the use of any flat figure at all in the future. 
Those who argue that it does are saying in effect: “Because we used 25 percent 
in the past, we are entitled to use any figure at all in the future”. This is 
a non sequitur if ever there was one. If the use of a flat figure in the past is 
an argument for anything, it is an argument only for the continuation of that 
figure; it is no argument at all for changing it. Any change must be justified, 
else it could be argued that the use of, say, 1 percent for acquisition cost factor 
would be justified and had no effect upon the commissions which companies 
could pay their agents. While we have not made research into the history of 
this 25 percent figure, we feel confident that when originally used it had some 
real relationship to facts, and we feel sure that it has remained unchallenged 
because it is relatively near to the true average Even so, its use in the past 
does not foreclose an attack upon it now or in the future. There is no obli- 
gation to perpetuate error. This much we will say with confidence: If the 
figure had been increased from 25 percent to 30 percent, no department would 
have allowed it unless the increase were proved to be justified. They would 
have given little sympathy to an argument that, because a flat figure had been 
used in the past, any other flat figure could be substituted. The same principles 
should be applied to a reduction in the flat figure as would be applied to an 
increase. 

This is comparable to the 1946 case in the District of Columbia, where the 
Commissioner ordered a reduction in rates, on the basis of a reduction in the 
expense factor which he made arbitrarily. In effect, he took the average of 
some 30 top companies, and where any company had an expense ratio higher 
than that average, he reduced it to the average, and then recomputed the overall 
expense ratio. One of the reasons given for this treatment was that in some 
eases acquisition cost was too high. The figure of expense ratio used by the 
Commissioner was testified to be a “judgment figure.” The court, however, 
pointed out that “judgment must be based on evidence” and in that case there 
was no such evidence. Here we have the same situation, the commission factor, 
because it is not supportable by any statistics, must be a judgment figure. Un- 
fortunately, however, not alone is there no evidence on which to base that judg- 
ment, but on the contrary there is ample evidence to prove that the figure is not 
justified ; as indicated above, the only basis advanced to support the 20-percent 
figure is a statement that the members voted to use it. 

If, as has been suggested, there are no restrictions on the right of a rating 
organization to use a flat figure for an acquisition cost factor in a rate filing, then 
companies are indeed at the mercy of such organizations and have lost the right 
of freedom of contract with their agents. No one can successfully argue that the 
inclusion of a factor of 1 percent would not in any way affect commissions paid 
by companies, if the average were 25 percent. This possibility will probably 
be dismissed as ridiculous. It is. But at what point does the allowance for 
acquisition cost factor cease to be ridiculous and become reasonable? Or con- 
versely, at what point does such an allowance cease to be reasonable and become 
ridiculous? The answer to this question has been given by the U.S. Circuit Court 
of Appeals in the District of Columbia rate case (Jordan vy. American Eagle Fire 
Ins. Co., et al.) in the following extract from the opinion of Judge Prettyman: 

‘* * * the opinion appears to hold that the rates fixed by general order may 
be generally valid but invalid as to those companies which can show such rates 
to be confiscatory as to them. Such a rule [rate] raises practical difficulties. 
The figures differ widely among the individual companies * * * Wholly fortui- 
tous circumstances appear to govern some of the results as expressed in percent- 
ages of expense to premiums earned. * * * A dilemma is posed by this practical 
aspect. If constitutional validity is to be determined by consideration of the 
several companies separately, the only valid uniform rate would be that fixed 
by the experience of the company with the highest expenses. Such surely is not 
the requirement of due process. The alternative requirement of that method 
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of testing validity is a series of rates for the same risk, which in ultimate 
could be a separate rate for each company. The practical effect of 
rates would necessarily be the establishment of the lowest responsible rate 
the uniform rate, and the resulting financial squeeze would tend to a monopol 

in a few companies. On the other hand, if constitutional validity can be teste 
by a reasonable figure fixed by the general experience of all, the public interest 
in reasonable rates, the public interest against monopoly, the companies’ interest 
in reasonable return, and the incentive toward good management by the com- 
panies would all be well served.” 

{In our opinion any other method will operate] This whole operation is an 
attempt to curb competition, to limit activities of companies and restrict their 
field of operation. Nothing is said about allowance to be made for naional 
advertising, which can be used by larger companies and groups but is beyond the 
means of smaller ones; there is no mention of elaborate home offices, or excessive 
rentals. All these are left untouched, while an attack is made upon acquisition 
cost. The result to be expected from this open invitation to fix a maximum 
acquisition cost is to start a move to have it extended to all the other parts of a 
company’s operations that go to make up the overall expense ratio. 

The record in connection with this NAUA case, we believe, indicates a Epur- 
pose to reduce rates with all of the reduction coming from] calculated plan to 
effect a reduction in rates by forcing a reduction in agents’ commissions. What- 
ever the purpose or motive, such action [would still be] is still wrong, as indi- 
cated by the following excerpt from the opinion of Attorney General Goldstein in 
connection with the acquisition cost conferences. Speaking of private combina- 
tion of insurers to fix maximum amounts of commission, he said: 

“It must be concluded, therefore, that without clear sanction of law such 
combination would be held to be unlawful. The restrictions they impose operate 
largely and directly upon the ultimate price of insurance protection to the 
public. Acquisition expenses are one of the largest single elements in ultimate 
premium costs. To the claim that such agreements tend to repress increases in 
expenses, arising from unbridled competition with consequent saving to the 
public, it must be answered that private combinations so intimately concerned 
with the price structure are held to be illegal per se: (U.S. v. Socony Vacuum 
Oil Co. 310 U.S. 150, 221-223). ‘Price fixing, reasonable or unreasonable’ is 
banned (U.S. v. Bausch € Lomb Co. 321 U.S. 707, 721). The rule is applied in 
agreements fixing elements of the ultimate price, such as agents’ and brokers’ 
commissions (Sugar Institute, Inc. v. U.S. 297 U.S. 553). Even if otherwise 
unobjectionable because not directly governing ultimate costs and having a 
reasonable tendency in reduction thereof, it cannot be ignored that such agree- 
ments directly and completely limit the end price that can be obtained for the 
services of a large segment of the industry. The illegality of such combinations 
ean be predicated on their effect with respect to agents and brokers alone (see 
U.S. v. Trans-Missouri Freight Assn. 166 U.S. 290, 323).” 

The fact that this reduction in acquisition cost factor is really intended to 
reduce commissions and is so understood, is well illustrated by the following 
extract from a letter addressed by a NAUA subscriber to all of its agents, 
writing comprehensive and collision premiums: 

“In the development of these” (comprehensive and collision) “premiums, the 
provision for agents’ commission was reduced from 25 percent to 20 percent to 
lower the overall cost to the public. In spite of this, however” (company) 
“hopes to continue paying 25 percent commission.” 

This may be possible for the particular company which made the announcement 
because of the field in which it operates, but the facts are, that the only place 
where companies can cut their expenses by five points is in the commissions 
paid to agents, and if they do not do it, then on the basis of the filing itself they 
will be using an inadequate rate. 

Our companies are subscribers to NAUA; we have no part in, or knowledge 
of the discussion at its annual meeting on May 21, 1958, which led to a vote for 
a 20 percent allowance for acquisition cost. But we think it is fair to assume 
that it was not merely a case of some member making a motion, which was 
seconded and carried without discussion, that the 20 percent figure be used. It 
would be naive indeed to assume that. There must have been some reason 
given, and some discussion, and it is difficult to imagine any other reason for 
the action than a purpose, to use the language of the letter referred to above 
to have the “agents’ commission reduced from 25 percent to 20 percent to lower 
the overall cost to the public.” This is borne out by the various bulletins issued 
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in respect of different States to members and subscribers, which announced rate 
changes and added in capital letters at the bottom of the page—: 

“These rates and premiums are calculated using a 20 percent provision for 
acquisition cost in the rating formula.” 

If that provision was not intended to have any effect on the commissions which 
eompanies would pay, why bother adding that note Actually the inclusion of 
that note in the bulletin by itself disproves the contention that there is no 
relationship between the acquisition cost factor in a rating formula and the 
eommissions paid by companies to their agents. The reduction in commission 
factor having been made as a result of action by the “entire membership,” the 
members knew the basis for the filing. Therefore, the note can only be construed 
as a warning to subscriber companies that, if they pay more than 20 percent 
commission, they will be charging a rate which, based upon the supporting data 
for the filing, will be inadequate to produce the “reasonable” underwriting profit 
provided for in the filing. Consequently, a subscriber which reduces its com- 
mission to the 20 percent figure must be considered in the same position as a 
member company in connection with this concerted drive to reduce commissions. 
Subscriber companies, therefore, are faced with adopting one of two unacceptable 
alternatives; either they submit to the coercive effect of the filing and run risk 
of being ruled part of an illegal combination, or they may write the business 
at a rate which, on its face, is inadequate. Of course, they may also allow 
themselves to be removed from the field and stop writing the business. The 
alternative of making a higher independent filing or deviating upwards is out 
of the question and such action probably would not be approved in any event. 

The national board has twice fought for the “Underwriting profit formula,” 
which is based upon the aggregate of all stock companies for all factors which 
go into the making of the rate. That underwriting profit formula has been 
considered and approved by the courts in Arkansas and the District of Columbia 
as a proper method for arriving at rates. These new filings abandon the prin- 
ciple established by years of hard work and, apart altogether from the dangers 
involved under Federal and State laws, imperil the underwriting profit formula 
itself. These are ample reasons why the national board should consider this 
whole matter and not permit it to go by default. [Ever since the SEUA de 
cision] Additionally, member companies have been looking to the national board 
for guidance in steering clear of any action that will lay them open to attack 
[under antitrust laws and other Federal statutes] by the O’Mahoney subcom- 
mittee. It is, therefore, entirely proper to ask the board to consider the matters 
mentioned above and determine whether or not they warrant any action or 
word of warning or advice to member[s] of this organization. 


OcTOBER 17, 1958. 


Re National Automobile Underwriters Association proposed manual rule and 
rates changes filed August 8, 1958. 

Hon. JuLius 8. WIKLER, 

Superintendent of Insurance, State of New York Insurance Department, 

New York, N.Y. 

Deak Sir: I enclose herewith copy of letter written today to the National 
Automobile Underwriters Association. 

We must go on record as believing, first, that the NAUA has no authority or 
basis in law for making a filing in this form, and, secondly, that the approval of 
a filing made in this form violates the established rule that the insurance 
department has no power to fix rates of commission to be paid to agents, and, 
therefore, the approval was in error. 

Rates must be based upon the overall loss and expense ratios of all companies 
and further must leave a margin for a reasonable profit, giving due considera- 
tion to those averages. In effect, the present filing says that a company is only 
entitled to make a reasonable profit if it has an acquisition cost which is not in 
excess of 20 percent. In this way the NAUA and the insurance department are 
both, in effect, prescribing a maximum rate of commission to be paid. Any 
agreement between companies which are members of a bureau on the maximum 
rate of commission to be paid an agent is a combination in restraint of trade 
and interferes with freedom of contract between companies and their agents. 

You are probably aware of the fact that when similar action was taken in 
the State of California it led to an antitrust suit sponsored by the Agents’ Asso- 
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ciation against the companies. The position of the agents is even stronger jp 
New York, because in California companies may not agree to bind themselves 
to charge a specific rate, whereas in New York a company is bound by the rate 
filed by a rating organization of which it is a member or a subscriber. Thug 
they are forced to follow the bureau rate or deviate. As a practical matter, 
it would be suicide for a company to deviate by charging a higher rate, ang 
indeed it is difficult to understand how the insurance department, having found 
the bureau rate to be proper, could permit a higher rate to be charged. Inas. 
much as the current rates (assuming the 20-percent limitation to be improper) 
are inadequate a downward deviation is not practical. 

Therefore, we file this formal objection, first, to the making of the filing of the 
NAUA, and, secondly, to the acceptance of such filing by the insurance depart. 
ment, 

Will you please be good enough to acknowledge due receipt of this letter and 
enclosure. 

Very truly yours, 
. President. 


OcTOBER 17, 1958. 
NATIONAL AUTOMOBILE UNDERWRITERS ASSOCIATION, 
New York, N.Y. 


GENTLEMEN : Following receipt of your special bulletin, dated Friday, Septem- 
ber 19, 1958, relative to change in rates to become effective in New York on or 
after October 1, 1958, we obtained a copy of the filing made with the superin- 
tendent of insurance of the State of New York pursuant to which the said redue- 
tion in rates was made. 

We quote from your letter to the superintendent of insurance, dated August 8, 
1958, accompanying the said filing, as follows: 

“This letter comes to you in duplicate and is filed on behalf of all member and 
subscriber companies * * *,.” 

“We also amended the method of calculating the needed premium revenue 
as shown on exhibt II by reducing the provision contained in the formula vf 25 
percent for acquisition cost and applying a factor cf 20 percent. This was done 
coe action taken by the entire membership at its annual meeting on May 21, 
1958.” 

On behalf of the companies of the Corroon & Reynolds group; namely, American 
Equitable Assurance Co. of New York; Globe & Republic Insurance Co. of 
America; Merchants and Manufacturers Insurance Co. of New York; and New 
York Fire Insurance Co., all subscribers to your organization we desire to be 
recorded as being opposed to the making of filings in this form which we believe 
to be improper and contrary to the law of the State of New York. 

While your letter merely states that the procedure followed action taken by 
your entire membership, nevertheless in your opening paragraph you indicate 
that you are acting on behalf of all member and subscriber companies. To the 
extent that this might imply that the above companies, as subscribers, were in 
agreement with this action, it is incorrect. We must, therefore, ask you to note 
that the above-mentioned companies of the Corroon & Reynolds group had no 
knowledge of such action by the membership and that upon learning thereof 
when we obtained a copy of the filing under discussion, we requested, and now 
request, that we be placed on record as being in disagreement with the action 
which we believe is beyond the powers of a rating organization and not con- 
templated either by State or Federal laws under which rating organizations 
are permitted to function. We also wish to be placed on record as being of the 
opinion that your authority to act for subscribers to your organization does not 
extend to the making of a filing in this form, because you are, in effect, taking 
jurisdiction over matters which you are not authorized either by law or by the 
subscribers to handle. 

Will you please be good enough to acknowledge due receipt of this letter. 

Very truly yours, 
-_——— , President. 








in 


te 
us 
T, 
id 
1d 
8- 


r) 


ir 
1- 
(. 


a ad 


oo a 


oO RPO os 


a's = rh 








THE INSURANCE INDUSTRY 4353 


NATIONAL AUTOMOBILE UNDERWRITERS ASSOCIATION. 
New York, N.Y., October 24, 1958. 
Re New York filing, October 1, 1958. 


Mr. JOHN R. BARRY. 
president, Corroon & Reynolds Group, 
yew York, N.Y. 
Deaw Mz. Barry: In accordance with your request, this is for the purpose of 
wledging receipt of your letter of October 17. 
Very truly yours, 
H. Omssere, Manager. 


STATE OF NEw York, 
INSURANCE DEPARTMENT, 
New York, N.Y., December 8, 1958. 


Re National Automobile Underwriters Association proposed manual rule and 
rate changes filed August 8, 1958. 


Mr. Joun R. Barry, 
President, Corroon & Reynolds Group, 
New York, N.Y. 

Deak Mr. Barry: This replies to your letter of October 17 raising certain 
objections to the reduced level of acquisition costs included in the above rate 
revision filing accepted by this department, effective as of October 1 of this 


r. 
article VIII of the insurance law prescribes certain statutory standards which 
must be observed in the rates which are filed with the department. It requires 
that insurers in making rates give consideration to past and prospective losses, 
past and prospective expenses, other applicable factors, and a provision for a 
reasonable profit. The total overall rate filing of course includes as part of the 
provision for expenses an allowance for commissions and other acquisition 
ts. 

The provisions in the rate filing for commissions and other acquisition costs 
are merely components of the rate and nothing more. It is true that the 
superintendent has no power under the insurance law to regulate either the 
rates or amounts of commission which an insurer may pay to its producers. 
Nor is a company bound to limit its production costs to the allowance included 
in the rate structure. Determination of rates of commission to be paid is a 
matter which rests within the sole discretion of management. 

The inclusion in a rate filing of a provision for commissions has never been 
interpreted by this department or by interested insurers as fixing a maximum 
rate of commission which may be paid on the subject class of business. Indeed, 
under the new filing any insurer is at liberty to pay to its producers whatever 
rate of commission seems to it to be warranted. 

In support of the foregoing it would be well, perhaps, to look at the 1947 
results. In that year the National Automobile Underwriters Association em- 
ployed a rating formula in this State which made provision for acquisition 
cost at 25 percent. Notwithstanding such fact, I find that the New York com- 
mission ratios of a representative group of stock company members and sub- 
scribers ranged between 15.2 and 32.5 percent. The overall aggregate commis- 
sion ratio of these companies was 27.2 percent for automobile collision business 
and 25.2 percent for automobile comprehensive insurance. In the same year, I 
note further, the New York State commission ratio of your group for the said 
classes of busines was 28.6 percent. It is obvious, therefore, that many in- 
surers do not feel that the commission factor in the rating formula imposes a 
fixed limitation upon what they may pay for acquisition of business. 

In point of fact, it was our considered judgment, following appropriate study 
thereof, that the subject filing met the resuirements of sections 183 and 184 of 
the New York insurance law and, accordingly, it was accepted by us to be effec- 
tive on the date hereinabove mentioned. 

Yours very truly, 
Jutius 8. WIKLER, 
Superintendent of Insurance. 
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DECEMBER 30, 1958. 
Re National Automobile Underwriters Association proposed manual rule and 
rate changes filed August 8, 1958. 


Hon. Juxrius S. WIKLER, 
Superintendent of Insurance, State of New York Insurance Department New 
York, N.Y. : 

DEAR Mr. WIKLER: I have been delayed, due to absence from my office in 
replying to your letter of December 3, 1958, which was in answer to mine of 
October 17, 1958, on the above subject. 

While I appreciate the fact that you have given considerable thought to the 
points involved, I cannot accept your conclusions as correct, and now Write 
to you lest my failure to follow up the matter might be construed as acquiescence 
on my part in those conclusions. It seems to me also that it is only fair that } 
should at the same time give you an opportunity of expressing disagreement (if 
that is your position) with the points raised in my letter of October 17, 1958, to 
which you have not taken exception. ; 

Dealing first with the latter aspect, I feel I am entitled to ask you whether or 
not, in your opinion, (a) the members an dsubscribers of a rating organization 
acting as such, are authorized by law to act in concert in the determination of 
the rate or range of commissions to be allowed producers, and (b) if a rating 
organization has fixed a rate or range of commissions to producers in a rate 
filing, is the superintendent authorized to accept such filing and allow it to be. 
come effective? 

As to the matters raised in your letter of December 3, 1958, I call your atten. 
tion to the fact that they do not attempt to answer, but completely ignore, the 
point raised in my letter; namely, that the effect of the filing in question, baseq 
upon the figures in your own letter, is to reduce an actual, overall commission 
average of 27.2 percent to 20 percent, so that a company paying the average cannot 
make the reasonable profit for which the final rate must provide. It is no 
answer at all to say that it is not bound to reduce its commissions to 20 percent, 
Putting aside legal technicalities and getting down to simple arithmetic, how 
can a company using the rates in question pay more than a 20 percent commission 
and still expect to make the reasonable profit which all rates must contemplate? 
With these rates, a company which has been paying the average commission, as 
disclosed by your own records which you quote, has only three courses open 
toit: 

1. To reduce commissions to the 20 percent figure you have allowed in the 
rate. 

2. To write the business at a rate which is inadequate. 

3. To stop writing the business. 

I deem it unnecessary to suggest a fourth course: filing of an independent filing 
or a deviation providing for a higher rate, because it is not practicable for small 
companies to make independent filings (only the larger companies can afford this 
procedure) and, as you have already approved the bureau rate as adequate and 
not excessive, it is difficult to see how you could find that an upward deviation 
meets the same tests, and there is nothing in the past record of the department 
to suggest that such a deviation would be favorably considered. Even if it were 
approved, it would be a suicidal course for a company to adopt. 

You state in your letter that “Determination of rates of commission to be paid 
is a matter which rests within the sole discretion of management.” This isa 
correct principle, and I call your attention to the fact that you have violated 
the principle which you have yourself stated, when you accept a rate of commis 
sion determined, not by management but by a rating organization pursuant toa 
vote of its members in which subscribers could not participate, on a question 
which, as you point out in the language quoted above, is not within the jurisdic 
tion of a rating organization. 

It seems to me that if you recognize the determination of a rate of commission 
as a function of management, you have a positive obligation to reject a rate filing 
in which a rating organization has arrogated that function to itself. This is 
true not only for the purpose of maintaining proper rating standards but also 
for the protection of minorities when your own records indicate that the alter- 
natives referred to above are forced upon them by the filing. 

The question involved in connection with this filing, reduced to its simplest 
terms, is merely this: May the superintendent under the law approve a filing of a 
rate when the allowance for commissions which is a component part of the rate 
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fling is not representative of the average of the experience of the members and 
subscribers of the rating organization? 

Admittedly there must be some expense factor in a rate filing, and that expense 
factor must include commissions. However, it has been established that the way 
to determine these factors is not to take the lowest, nor yet the highest, but the 
actual average. When instead an arbitrary figure entirely unsupported and 7.2 
points below the average is taken, on the basis of approval by members of a 
rating organization at their annual meeting, there is a serious question whether 
such action is in accordance with law. 

The making of rates by a rating organization and their approval by a superin- 
tendent must be based on the overall averages, not on the figures relating to any 
onecompany. This is covered in your letter when you point out that it was with- 
in your knowledge that varying rates of commission were paid by different com- 
panies. Obviously you cannot make a rate for each company, neither can you 
tell each company what to pay, so you are faced with the only proper decision: 
to use the average. Anything else is improper unless you want to conduct a 
hearing and make a finding that the average is unreasonable and excessive. Any 
such finding would have to be supported, as set forth in the recent decision of 
the appellate division, by facts and figures, and could not be merely an arbitrary 
and unsupported finding. Further such a decision and indeed even your right 
to make it would be subject to review by the courts. In effect, what has been 
done here has been to bypass those requirements set by the courts, by the method 
of inclusion by the rating organization and acceptance and approval by you, of 
an arbitrary figure, completely unsupported by any statistics, in the rate filing. 

It seems to me obvious that once departure from the average expense is per- 
mitted and approved by the making of an arbitrary reduction from the 27.2 
percent average to 20 percent, another reduction can be made to 15 percent, to 
10 percent, and down to 5 percent. Somewhere along the line, somebody will 
have to show that such reduction is proper and reasonable and it will not be any 
use to say that the companies do not have to follow if they do not wish to. It 
is very difficult to understand by what process of reasoning you claim to have 
the right to ignore the statistics which you have so aptly cited in your letter, to 
reduce the acquistion cost factor, which you have said yourself is a component 
of the rate, to an arbitrary figure below the average, established by those sta- 
tistics, and in the same breath say that you are not regulating commissions. 

I have already gone to considerable length in replying to your letter of Decem- 
ber 3, but I cannot close without calling your attention to the dangers inherent 
in your statement that a company may ignore the commission component in a 
rate filing, which course you imply will not be disapproved by you. By this 
statement you have approved in advance the charging of a rate which will be 
inadequate. Further, this idea opens the doors to such practices as “loss leaders” 
in the insurance business, allowing a company deliberately to take a loss on one 
line in order to gain other benefits, such as getting all the business of a par- 
ticular agent. 

I regret that your letter of December 3 has not disposed of the questions I 
raised, but has merely introduced others, and companies are left in the same po- 
sition of uncertainty with respect to the dangers of being accused of having acted 
in concert on commissions. The only difference now is that the superintendent 
is on record as having approved such action. This, however, as you know even 
better than I, would not be any defense. 

Very truly yours, 
——— —_—_—,, President. 


Corroon & REYNOLDS GROUP, 
New York, N.Y. 


Dear Sir: We enclose copy of letter sent today to all rating organizations of 
which the companies of this group are members or subscribers. This includes 
all rating organizations making rate filings on behalf of such companies, or any 
one or more of them, for usein your jurisdiction. 

We feel that we must go on record as believing, first, that no rating organiza- 
tion has authority in law or in fact to make filings in the form to which we 
object, and, secondly, that filings made in such form should be rejected by you 
as an attempt to place an insurance department in the position of prescribing 
compensation to be paid to agents and brokers, a function which supervisory 
officials have consistently ruled to be beyond their powers. 
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When a filing is made and approved, or allowed to become effective under the 
deemer clause, which prescribes a maximum rate of acquisition cost, both the 
rating organization and the insurance department are saying, in effect, that a 
company is only entitled to a reasonable profit if it has an acquisition cost which 
is not in excess of the prescribed rate. In this way both are prescribing g 
maximum rate of commission which may be paid, and interfering with freedom 
of contract between companies and their agents. 

Rates must be based upon the overall loss and expense ratios of all com. 
panies, and must provide a margin for reasonable profit with due consideration 
being given to such averages. It is not permissible to prescribe a maximum 
commission which companies may pay, and any attempt to do so, directly or 
indirectly, is a violation of law, and may well expose companies to damage 
suits under Federal laws. 

For these reasons we have filed the enclosed objection with the rating organiza. 
tions, and respectfully request that you also note on your records our objection 
to acceptance by you of any such filings. 

We shall appreciate receiving an acknowledgment of this letter and enclosure. 

Very truly yours, 





, President. 


Corroon & REYNOLDS Group, 
New York, N.Y. 

Deak Sirs: This letter is written to you on behalf of the companies of the 
Corroon & Reynolds Group—namely, American Equitable Assurance Co. of New 
York ; Globe & Republic Insurance Co. of America; Merchants & Manufacturers 
Insurance Co. of New York; and New York Fire Insurance Co., which are 
members of or subscribers to your organization. 

On behalf of those companies, we advise you that the authority we, whether 
as members or subscribers, have given to you does not permit you, by any rate 
filing affecting such companies, directly or indirectly, to prescribe any rate of 
commission to be allowed to producers or to fix any minimum or maximum rate 
of commission. These are matters which are not within the jurisdiction of a 
rating or advisory organization under State or Federal laws or under any 
membership or subscribership agreement. They are matters of contract between 
companies and producers, in respect of which action in concert is not permittey 

Rates must be based upon the overall loss and expense ratios of all com- 
panies and must provide a margin for reasonable profit with due consideration 
being given to such averages. It is not permissible to prescribe a maximum 
commission which companies may pay and any attempt to do so, directly or 
indirectly, is a violation of law and may well expose companies to damage suits 
under Federal laws. 

Our objections as set forth herein apply to all rates filed by you on our behalf, 
and to rates supplied by you to any other rating organization for use in connec- 
tion with a rate filing for package or multiple peril filings. 

Will you please be good enough to acknowledge due receipt of this letter and 
advise us that our objections appear upon your records? 

Very truly yours, 





, President. 


MINUTES OF A REGULAR MEETING OF THE COMMITTEE ON LAWS OF THE NATIONAL 
Boarp oF FrrE UNDERWRITERS HELD IN THE Boarp Room, 85 JOHN STREET, NEW 
York, ON MakcH 18, 1959, at 11 a.m. 


Present: Mr. H. Clay Johnson, chairman; Messrs. Philip 8. Brown, Edward 8. 
Coons, Jr., Nicholas Dekker, Lester S. Harvey, C. A. Loughin, William MacLean, 
J. G. Niederlitz, Addison Roberts, Frank Van Orman; also Hugh Harbison (rep- 
resenting Millard Bartels), Hugh Garland (representing John R. Barry), Donald 
E. Reutershan (representing George D. Mead), Russell W. Viering (representing 
John A. North), Walter Schreiner (representing A. L. Ross), W. L. Nolen (rep- 
resenting S. T. Shotwell), and William T. Tribou, secretary, Aetna Fire Insur- 
ance Group; and Richard A. Winslow, general counsel, Boston Insurance Co. ; 
as well as General Counsel Berry, Assistant General Counsels McKenzie and 
Brown, and General Manager Vincent, during discussion of the budget. Presi- 
dent Miller sat in at the beginning of the meeting. 
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Advices of their inability to attend were at hand from Messrs. K. E. Chapman 
and Frank F. Dorsey. 


FEDERAL MATTERS 


H.R. 4103 and 4138 authorize Defense Department and National Aeronautics 
and Space Administration, respectively, to indemnify contractors against lia- 
pility and loss on extra hazardous risks. While the industry committee has 
met, it has not as yet arrived at an industry position. A second meeting is 
scheduled for March 20, at which it is hoped agreement will be reached. 

Antitrust and Monopoly Senate Subcommittee investigation.—The sequence of 
hearings remain unchanged: (1) Marine, (2) mail order, (3) rating bureaus. 
In view of the shortage of hearing dates two of these subjects may be combined. 
No dates have been set as yet. 

Nuclear Energy Property Insurance Association.—Pursuant to the action taken 
at our last meeting, general counsel conferred with Mr. Charnoff, of the legal 
department of the Atomic Energy Commission, respecting possible amendment 
to the Price-Anderson Act with respect to impact on property insurers. The 
conference was quite satisfactory, but counsel is not able to state whether AEO 
will go along with his view. The matter will be decided by the end of March and 
we will be advised shortly thereafter. 


STATE MATTERS 


California Senate bill 769 prohibits modification of a fire policy by which the 
liability of the insurer is diminished or restricted unless a refund or rebate of the 
premium charge is made. 

This legislation is the result of the apportionment clause and a rule of the 
Pacific Fire Rating Bureau providing, among other things, that increases in the 
amount of insurance on existing policies shall be subject to the revised dwelling 
forms which exclude landslide coverage. It was reported that there is an absence 
of support by the agents’ association, as an association, and considerable oppo- 
sition from individual agents. A recommendation will be made to the rating 
bureau by Inter-Regional Insurance Conference that the rule be changed. In 
the event the bill moves, pending action on the recommendation we will oppose it. 

Florida Insurance Code.—This code is at the final draft stage and will be 
considered when the legislature meets next month. It provides for public 
inspection of filings, with hearings in the discretion of the commissioner. It, 
however, limits the time within which additional information may be called for 
by the department and it expedites appeals. 

Georgia Insurance Code.—This code has been put over until next session, but 
a law has been enacted providing for public inspection of filings and hearings in 
the discretion of the department. 

Indiana House bill 375 provides that any multiple line policy which is approved 
by the insurance commissioner is, for rating purposes, a kind of insurance. The 
Governor signed the bill and it becomes effective May 1, 1959. 

Missouri House bill 249 is similar in result to Indiana House bill 375. It has 
passed the house and is in the senate insurance committee. 

New York Senate bill 688—agent’s commissions.—In line with instructions 
from the executive committee, general counsel submitted a memorandum asking 
the Governor to veto. The bill was voted on March 10. 

North Carolina Senate bill 21 provides that all insurers writing fire and 
extended coverage in the State may not refuse to issue a fire insurance policy 
or any extended coverage endorsement on property located in any county in the 
State. This bill is being opposed. 

Nevada Senate bill 217 proposes to permit the financing of premiums by agents 
and brokers without interest. This legislation is being opposed. 

Texas House bill 545—authorized unissued stock.—This legislation was intro- 
duced by us and is designed to reverse, by legislation, an attorney general’s 
opinion that all stock of a foreign insurer must be subscribed for and issued. 

Nuclear clause legislation.—Legislation authorizing insurers in statutory fire 
policy States to attach to or include in the policy a statement that the policy does 
not cover loss caused by nuclear reaction, nuclear radiation, or radioactive 
contamination has passed both branches of the legislatures in six States, and 


has been approved by the Governor in four of these States. Legislation is pending 
in 11 States. 
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NAIC—ZONE II MEETING—-APRIL 1-4 


The chairman of Subcommittee J-2 (laws and legislation committee) has 
asked the national board to serve on an industry committee to study mode} 
legislation necessary and essential to State regulation. General counse] has 
accepted the invitation. 


LITIGATION—PUBLIC HOUSING ADMINISTRATION VU. HOUSING AUTHORITY, orry OF 
BOGALUSA, LA. 


Companies are receiving letters from an agent in Louisiana requesting con. 
tributions to help finance this litigation. General counsel reported this matter 
was raised with him by the agent at the NAIC meeting in New Orleans and he 
had advised the agent it was not a matter for the national board. 


MEMORANDUM OF JOHN R. BARRY 


General counsel reported he had studied this memorandum and was of the 
opinion that it dealt with subject matter outside the activities of the nationa} 
board. Following discussion it was moved that the matter be referred to 
outside counsel. The motion failed to obtain a second. 


BUDGET—1959-—60 


The general manager presented comparative statements showing expenditures 
for the past 4 years and estimated expenses for the coming year. A copy ig 
appended. 

After consideration of each item, it was, upon motion, duly made and gee 
onded, voted to request the finance committee to approve and recommend to the 
executive committee an appropriation of $454,687.58 for the support of the 
activities of the committee on laws for the fiscal year 1959-60. 


BILLS APPROVED FOR PAYMENT 


On motion duly made and seconded, it was voted to approve payment of the 
following bills, amounting to $1,710.02: 


Thompson, Coe & Cousins, attorney fee and expenses, Texas 
Hanson & Peterson, expenses, attorney, Oklahoma 
Byron Hirst, attorney fee, Wyoming 


x 
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